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*'Your  co?nmittee  eoneeide  that  it  icould  he  mperjlaoufi  to  point  out,  in  detail,  the  dist-^ 
advantages  which  must  remit  toihe  country  from  any  such  general  excess  of  currency  as^ 
lowers  its  relative 'value.  Thecffeci  of  such  an  augmentation  of  prices  upon  all  money  trans- 
actions for  time  ; the  nnamidable  injury  suffered  by  annuitants,  and  by  creditors  of  every 
description,  both  private  and  public  ; the  unintended  advantage  gained  by  government  and 
all  other  debtors,  are  consequences  too  obvious  to  require  proof  and  too  repugnant  to  justice 
to  be  left  without  remedy.  By  Jar  the  most  important  portion  of  this  effect  appears  to  your 

Committee  to  be  that  which  is  communicated  to  the  wages  of  common  country  labor,  the  rate 
of  tchich,  it  is  well  known,  adapts  itself  more  slowly  to  the  changes  which  happen  in  the 
'value  of  7noney,  than  the  pnce  of  any  other  species  of  labor  or  commodity  And  it  is 
enough  for  your  Committee  to  allude  to  some  classes  of  the  public  servants,  %ohosepay,  if 
ones  raised  in  consequence  of  a depreciation  of  money,  cannot  so  conveniently  be  7'educed  again 
to  its  former  rate,  even  after  nvwey  shall  have  recovered  its  value.  The  future  progress  of 
these  inconveniences  and  evils,  if  md  checked,  must  at  no  great  distance  of  time  work  a 
practical  conviction  upon  the  minds  of  all  those  who  may  still  doubt  their  existence  ; hut  even 
if  their  progressive  increase  were  less  probable  tha?i  it  appears  to  your  Committee,  they  can- 
not help  expressing  an  opinion,  that  the  integHty  and  honor  of  Parliament  are  concerned, 
not  to  authorize  longer  than  is  required  by  imperious  necessity,  the  continuance  in  this  great 
commercial  country  of  a.  system  of  circulation,  in  which  that  natural  check  or  control  is 
absent  which  maintains  the  value  of  moru^y,  and  by  the  permanency  of  that  common 
standard  of  value,  secures  the  substantial  justice  and  faith  of  moneyed  contracts  and 
obligations  between  man  and  manP 
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THE  BULLION  REPORT. 


REPORT  FROW  THE  SELECT  COMMITTEE  OX  THE  HIGH 

price  of  gold  bflliox. 

Ordered,  by  the  House  of  Commons,  to  be  printed,  S June,  1810. 

The  Select  Committee  appointed  to  enquire  into  tlie  cause  of  the  High  Price  of  Gold 
BulS  auTto  take  into  consideration  the  state  of  the  Circulating  Medium  and 
hrExchanges  between  (Jreat  Britain  and  Foreign  Parts  ;-and  to  report  the 
^ame  wUh  Sr  Observations  thereupon,  from  time  to  time  to  the  House  ;-Have 
purSant  tV^  of  the  House,  examined  the  matters  to  them  referred  ; and 

have  agreed  to  the  following  Report  : 

Your  Committee  proceeded,  in  the  first  instance,  to  ascertain  what  the  price  of  gold 
bulUorhacrbe^r^  the  rates  of  the  foreign  exchanges,  for  sometime  past; 

particularly  d^^^^  the  price  of  gold  bullion  which,  by  the  regulations 

, . V”,  , Vr-  / io  Q/  1~»  inirf  ner  ounce  of  standard  fineness,  was,  during  the 

Toward,  ibe  ood  of  A it 

Yourcomniiu^  Sund.^Safcluring  the  three  first  mLhs  of  the  pre^nt  year, 

tbe'pSS  oda^d  ,o,d  .0  « 

Amil  last  at  Ul  fi.'i.  m liich  is  rather  more  than  10  per  cent,  above  the  Mint  price.  T e 
kst  quotations  of  the  price  of  gold,  which  have  been  £ven  in  ‘^^oje  tables  are 
18th  and  22d  of  May,  when  Portugal  gold  in  com  -f 

pef  07?  Spanish  gold^  is  from  4^  to  4J  grains  better  than  standard,  making  about  4«.  per 

It  aS?s  bvThlS'Svidence,  that  the  price  of  foreign  gold  coin  is  generally  higher 
than  that  offbar  gold,  on  account  of  the  former  finding  a 

Dvirkpts  The  difference  between  Spanish  and  Portugal  gold  in  coin  and  gold  m bar  , 
Eli  of  late  S about  2?  per  ounce.  ‘ Your  Committee  have  also  to  state,  that  there  is 
said  to  be  at  present  a difference  of  between  3s.  and  4s.  per  ounce  between  the  prme 
liar  irold  which  may  be  sworn  off  for  exportation  as  being  foreign  gold,  and  the  price  of 
SclSlrnmisEfie  diiler  will  not  ventlire  to  swear  off  : .^dle  Jo^^  was  ab^^^ 

4/  lOx  in  the  market  the  latter  is  said  to  have  been  about  4/.  6.s. 
extrinsic  differences.  occa.Moiied  either  by  the  expense  of  coinage,  or  by  the  oto 
of  law  the  price  of  standard  gold  in  bars,  such  as  may  be  exported,  is  that  which  it  is 
material  to  keen  o-encrally  in  view  through  the  present  inquiry. 

itEppiied  ?o  >m^^  that  it  mi|ht  be  of  use,  in  judging  of  the  cause  of 

this  hSiiice  of  iold  bullion,  to  be  informed  also  of  the  prices  of  silver  during  the 

Sme  pedlil  The  prk  of  standard  silver  in  his  Majesty’s  Mint  is  5..  2d.  P^r  ounce  ; at 

this  standard  price, \he  value  of  a Spanish  dollar  is  4,y  4d.  or- jh>ch  corn^  to  Ih 

fhincr  Snanish  dollars  are  at  that  standard  price,  worth  4s  IHrt.  per  ounce. 

in  vv^tmihall’s  tabhs  that  throughout  the  year  ISOll.  the  price  «f  ^ 

frnm  ^,1  to  OS  Id  nor  ounce  or  from  10  to  13  per  cent,  above  the  Mini  price 

standard  silver . In  tlii  course  of  the  last  month , new- dollars  have  been  quoted  as  ig 

as  5s  8d  per  ounce,  or  more  than  15  per  cent,  above  the  Mint  price.  .oao  the 

Your  Committee  have  likewise  found,  that  towards  the  end  of  the  y^^J^’nued 
Exchanges  with  the  continent  became  very  ^*"f*‘'<^’'‘‘hle  to  this  country,  and 
ftm  mofe  unfavorable  through  the  whole  of  1800,  and  the  three  first  months  of  the 

^‘flEmViHgii.  Amsterdam  and  Paris,  the  principal  places 

are  established  at  present.  During  the  last  six  months  of  1809,  ® (jeuressed  as 

of  the  present  year,  the  E.xchanges  on  Hamburgh  and  exchanges 

low  as  from  1C  to  20  per  cent,  below  par  ; and  that  on  Pans  still  lower.  some 

with  Portugal  have  corresponded  with  the  others  ; but  they  are  complicated  y 

circumstances  which  shall  be  explained  separately.  r xr„rnh  Inst  that  is  from 

Your  Committee  find,  that  in  the  course  ot  the  month  of  men^ 

the  2d  of  March  to  the  3d  of  April,  the  exchanges  with  the  three  places  abo 
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received  a gradual  improvement . The  exchange  with  Hamburgh  rose  gradu.  fiy  f; nm 
‘>9  4 to  31  ■ that  with  Amsterdam  from  31.  8.  to  b3.  5.  ; that  with  Pans  from  . . *> 

2f  11  Since  the  3d  April  last  to  the  present  time,  they  have  reinaiued  nearly  sta  .onarj 
L thoseS  the  exdiange  with  Hamburgh,  as  stated  in  the  tables  printed  for  the  use 
of  the  merchants  appearing  as  much  against  this  country  as  U.  per  cent,  below  par, 
?hat  w™  to  be  more  .ban  Ti.  per  cent,  below  par  ; and  that  with 

'’"^SraSnare  a'’'r'iso  °n  tire  TarE  price  ot  gold  In  this  country,  couijicd  with  so 

remarkable  a depression  of  our  exchanges  with  the  coutinent.veryearly.inthcjudg- 

St  of  vour  eSmiU^^  pointed  to  something  in  the  slate  of  our  own  domestic  cur- 
renev  as  the  cause  of  both  appearances.  But  before  they  adopted  that  conclusion,  which 
seemed  a"-reeable  to  all  former  reasonings  and  experiences,  they  thought  it 
ouire  more  particularly  into  the  circumstances  connected  with  each  of  tho.se  two  facts 
and  to  hear^from  persons  of  commercial  practice  and  detail,  what  explanations  they 

-orebants  of  extensive 

dealings  and  intelligence,  and  desired  to  have  their  opinions,  with  respect  to  the  cause 
of  the  high  price  of  gold  and  the  low  rates  of  exchange. 


alleged  SCARCITY  OF  GOLD. 

It  will  be  found  by  the  evidence,  that  the  high  price  of  gold  is  ascribed  by  most  of 
u «ntirplV  to  an  alleeed  scarcity  of  that  article,  arising  out  of  an  unusual 

the  witnesses  E?iropl  This  unusual  demand  for  gold  upon  the 

^oSnUs  deSfribed  by  some  of  them  as  being  chiefly  lor  the  use  of  the  French  armies, 
rtEigh  iEEreaSd  also  by  that  state  of  alarm,  and  failure  of  confidence,  which  leads  to 

the  practice  of  hoardii^^^^  opinion  that  in  the  sound  and  natural  state  of  the  British 
ourSv  the?^S^^^^^  no  increased  demand  for  gold  from  other 

?Ertro7the  world  however  great,  or  from  whatever  causes  arising,  can  have  the  effect 
E J^liere  for  a considerable  period  of  time,  a material  nse  in  the  market  price 
of  producing  . j ’ g [,  gy  ceed  to  explain  the  grounds  of  that  general  opinion,  they 

wisl  toAtatE  sJme  otl  eEK^^  alone  would  have  led  them  to  doubt  whether  in 

poSt  of  SS.  sS  a manner  sup- 

posed. 

Price  of  Gold  in  Continental  Markets. 

If  there  were  an  unusual  demand  for  gold  upon  the  continent,  such  as  could  influence 
. 1 * in  tins  country  it  would  of  course  intluence  also,  and  indeed  in  the  first 

insSEe ItK^in  the  continental  markets  ; and  it  was  to  be  expected  that  those  who 
instance.  Its  price  1 demand  ahroad,  would  have  been  prepared  to  state 

price  abroad . Your  Committee  did  not  find  that 
lE^l  irnnndEd  their  inference  upon  any  such  information  ; and  so  far  as  your  Com- 
rnmeflmve  bin  enabled  to  ascertain,  It  does  not  appear  that  during  the  period  when  the 
bullion  was  rising  here,  as  valued  in  our  paper,  there  was  any  correspond- 
in  thenrice  of  o*old  bullion  in  the  markets  of  the  continent,  as  valued  in  their 
resnective  currencies.  ° Mr.  Whitmore,  indeed,  the  late  governor  of  the  bank,  slated, 
If notion  it  was  the  high  price  abroad  which  had  carried  our  gold  coin  out  of 
IE- * hE?  he  did  not  offer  to  your  Committee  any  proof  of  this  high  price.  Mr. 

CreflE  he  a cont  nenUd  merchant,  who  appeared  to  be  remarkably  well  inlormed  in  the 
Grettullie,  a coni  Committee,  if  he  could  state  whether  any  change  had 

details  of  trade  bcm£askea  by  within  the  last  year. 


having  liaa  ume  lo  alteration  of  late  in  the  :Slint  price  of  gold  in 

foreign  p£  nor  have  the  market  prices  experienced  an  advance  at  all  relative  to  the 
SL  th?t  has  ti  place  in  England  ; one  of  the  papers  I have  delivered  shews  the 
nse  that  j . sterling  money  at  the  present  low  rates  of  exchange,  and  the 

foreign  considered  as  about  equal  to  the  charges  of  con- 

excess  above  mm  ^ Appendix  ; and  this  statement 

veyanc^  Tim  papers  ue  ^ ^ ^ subject ; as  it  shews, 

made  by  Mr  Greffulhe  uirow  s g ^ markets  are  just  so  much  lower  than  its 

excEan^v  amo.m.a  >1,.  Greffull.V,  paper  i. 
TonfirmS  by  anot’her,  which  has  been  laid  before  your  Committee.  ^ Mr.  Abraham 
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( oldsmid  lias  also  slated  to  your  Committee,  that  during  that  part  of  last  year  when  the 
r larket  price  of  gold  here  rose  so  high,  its  price  at  Hamburgh  did  not  fluctuate  more 
t lan  from  8 to  4 per  cent. 

Here  your  Committee  must  observe,  that  both  at  Hamburg  and  Amsterdam,  where 
tlte  measure  of  value  is  not  gold  as  in  this  country,  but  silver,  an  unusual  demand  for 
g Ad  would  affect  its  money  price,  that  is,  its  price  in  silver  ; and  that  as  it  does  not  ap 
p iiiv  that  there  has  been  any  considerable  rise  in  the  pricci  of  gold,  as  valued  in  silver,  at 
t lose  places  in  the  last  year.the  inference  is.lhat  there  was  not  any  considerable  increase  in 
t le  demand  for  gold.  That  permanent  rise  in  the  market  price  of  gold  above  its  Mint  price, 
V hich  appears  by  3Ir.  Greffulhe*s  paper  to  have  taken  place  for  several  years  both  at 
1 amburg  and  Amsterdam,  may  in  some  degree  be  ascribed,  as  your  Committee  con- 
<*5ive,  to  an  alteration  which  has  taken  place  in  the  relative  value  of  the  two  precious 
netals  all  over  the  world;  concerning  w'bich,  much  curious  and  satisfactory  evidence 
<v  ill  be  found  in  the  Appendix,  particularly  in  the  documents  laid  before  your  Com- 
t littee  by  ^Ir.  Allen.  From  the  same  cause,  a fall  in  the  relative  price  of  silver  appears 
t » have  taken  place  in  this  country  for  some  time  before  the  increase  of  our  paper  cur- 
r mcy  began  to  operate.  Silver  having  fallen  in  relative  value  to  gold  throughout  the 
^'orld,  gold  has  appeared  to  rise  in  price  in  those  markets  where  silver  is  the  fixed 
1 leasure,  and  silver  has  appeared  to  fall  in  those  where  gold  is  the  fixed  measure. 


Price  of  Gold  in  England. 


"With  respect  to  the  alleged  demand  for  gold  upon  the  continent  for  the  supply  of 
t le  French  armies,  your  Committee  must  further  observe,  that,  if  the  wants  of  the 
I alitary  chest  have  been  latterly  much  increased  the  general  supply  of  Europe  with 
g old  has  beeu  augmented  by  all  that  quantity  wdiich  this  great  commercial  country  has 
3 lareil  in  consequence  of  the  subslituliou  of  another  medium  of  circulation.  And 
j >ur  Committee  cannot  omit  remarking,  that  though  the  circumstances  which  might 
■ojcasion  such  an  incrciised  demand  may  recently  have  existed  in  greater  force  than  at 
f inner  periods,  yet  in  the  former  wars  and  convulsions  of  the  continent,  they  must 
h ive  existed  in  such  a degree  as  to  produce  some  effect.  Sir  Francis  Baring  lias  very 
j islly  referred  to  the  seven  years*  w^ar  and  to  the  American  war,  and  remarks,  that  no 

V ant  of  bullion  was  then  felt  in  this  country.  And  upon  referring  for  a course  of 
y jars  to  the  tables  which  are  published  for  the  use  of  the  merchants,  such  as  Lloyd's 
lilts  and  Wettenhall’s  Course  of  Exchange,  your  Committee  have  found  thatfrom'the 
fiiiddle  of  the  year  1778,  when  the  reformation  of  the  gold  coin  took  place,  till  about 
t le  middle  of  the  year  179!),  two  years  after  the  suspension  of  the  cash  payments  of  the 
I ank,  the  market-price  of  standard  gold  in  bars  remained  steadily  uniform  at  the 
price  of  8^.  IX-^.  iyd.  [being,  wuth  the  small  allowance  for  loss  by  detention  at  the  JMint, 
€ pzal  to  the  Mint  price  of  3^.  17s.  lO^rf.]  with  the  exception  of  one  year,  from  May. 
1 r88,  to  May.  1784,  wlien  it  was  occasionally  8^.  ISs.  During  the  same  period,  it  is  to 
hi  noticed,  the  price  of  Portugal  gold  coin  was  occasionally  as  high  as  41.  2.y. ; and  your 
( ommittee  also  observe,  that  it  was  stated  to  the  Lord's  Committee  in  1797  by  Mr, 
J hraliain  Newland,  that  the  bank  had  been  frequently  obliged  to  buy  gold  higher  than  the 
3 ant  price,  and  upon  one  particular  occasion  gave  as  much  for  a small  quantity,  which 
t leir  agent  procured  from  Portugal,  as  41.  8s.  But  your  Committee  find,  that  the  price 

0 ' standard  gold  in  bars  w^as  never  for  any  length  of  lime  materially  above  the  Mint 
price,  during  the  whole  period  of  24  years  which  elapsed  from  the  reformation  of  the 
gild  com  to  the  suspension  of  the  cash  payments  of  the  hank.  The  two  most  remark- 
a ile  periods  prior  to  the  present,  when  the  market  price  of  gold  in  this  country  has  ex- 
c jeded  our  Mint  price,  were  in  the  reign  of  King  William,  wdien  the  silver  coin  was 
vjry  much  worn  below  its  standard,  and  in  the  early  part  of  his  present  Majesty's 
nign,  when  the  gold  coin  was  very  much  worn  below  its  standard  In  both  those 
p5riods,  the  excess  of  the  market  price  of  gold  above  its  Mint  price  wjis  found  to  be 
oviagtoUie  bad  state  of  the  currency;  and  in  both  instances,  the  reformation  of  the 
c irreuoy  effectually  lowered  the  market  price  of  gold  to  the  level  of  the  Mint  price. 

1 uring  the  whole  of  the  years  1796  and  1797,  in  which  there  was  such  a scarcity  of 
g )ld,  occasioned  by  the  great  demands  of  the  country  bankers  in  order  to  increase  their 
deposits,  the  market  price  of  gold  never  rose  above  the  Mint  price. 

Your  Committee  have  still  further  to  remark  upon  this  point,  that  the  evidence  laid 
hjfore  them  lias  led  them  to  entertain  much  doubt  of  the  alleged  fact,  that  a scarcity  of 
g 3ld  bullion  has  been  recently  experienced  in  th:s  countiy.  That  guineas  have  dis- 
appeared from  the  circulation,  there  can  be  no  question;  but  that  does  not  prove  a 
s ;arcity  of  bullion,  any  more  than  the  high  price  proves  that  scarcity.  If  gold  is  ren- 
d jred  dear  by  any  other  cause  than  scarcity,  those  who  cannot  purchase  it  without 
piying  the  high  price,  wdll  be  very  apt  to  conclude  that  it  is  scarce.  A very  extensive 
i 3me  dealer  who  was  examined,  and  who  Spoke  very  much  of  the  scarcity  of  gold, 
a jknowledged  that  he  found  no  difficulty  in  getting  any  quantity  he  wanted,  if  he  was 

V illing  to  pay  the  price  for  it.  And  it  appears  to  your  Committee,  that,  though  in  the 
€.  purse  of  the  last  year  there  have  been  large  exportations  of  gold  to  the  continent,  there 
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have  been  also  very  considerable  importations  of  it  into  this  country  from  South  America, 
chiefly  through  the  West  Indies.  The  changes  which  have  affected  Spain  and  For 
tngal,  combined  with  our  maritime  and  commercial  advantages,  would  seem  to  have 
render*  d this  country  a channel  through  which  the  produce  of  the  mines  of  New  Spain 
and  the  Brazils  pass  to  the  rest  of  the  world.  In  such  a situation,  the  imports  of 
bullion  and  coin  giv'e  us  the  opportunity  of  first  supplying  ourselves  ; and  must  render 
this  the  last  of  the  great  markets  in  which  a scarcity  of  that  article  will  be  felt.  This 
is  remarkably  illustrated  by  the  fact,  that  Portugal  gold  coin  is  now  sent  regularly  from 
this  country  to  the  cotton  settlements  in  the  Brazils.  Pernambuco,  and  Maranham, 
Avhile  dollars  are  remitted  in  considerable  quantities  to  this  country  from  Rio  Janeiro. 

It  is  important  also  to  observe,  that  the  rise  in  the  market  price  of  silver  in  this 
country,  which  has  nearly  corresponded  to  that  of  the  market  price  of  gold,  cannot  in 
any  degree  be  ascribed  to  a scarcity  of  silver.  The  importations  of  silver  have  of  late 
years  been  unusually  large,  while  the  usual  drain  for  India  and  China  has  Ipeen 
stopped. 

For  all  these  reasons,  your  Committee  would  be  inclined  to  think,  that  those  who  as- 
cribe the  high  price  of  gold  to  an  unusual  demand  for  that  article,  and  a consequent 
scarcity,  assume  facts  as  certain  of  which  there  is  no  evidence.  But  even  if  these  as- 
sumptions were  proved,  to  ascribe  the  high  price  of  gold  in  this  country  to  its  scarcity, 
seems  to  your  Committee  to  involve  a misconception,  which  they  think  it  important  to 
explain. 

In  this  country,  gold  is  itself  the  measure  of  all  exchangeable  value,  the  scale  to 
which  all  money  prices  are  referred.  It  is  so.  not  only  b}’’  the  usage  and  commercial 
hahiis  of  the  country,  but  likewise  by  operation  of  law,  ever  since  the  act  of  the  14th 
of  hU  present  Majesty  [hnally  rendered  perpetual  by  an  act  of  the  39th  year  of  the 
reiga]  disalloweil  a legal  lender  in  silver  coin  beyond  the  sum  of  25^.  Gold*  being  thus 
p.  our  measure  of  prices,  a commodity  is  said  to  be  dear  or  cheap  according  as  more  or 

less  gold  is  given  in  exchange  for  a given  quantity  of  that  commodity;  but  a given 
quantity  of  gold  itself  will  never  be  exchanged  for  a greater  or  a less  quantity  of  gold 
of  the  same  standard  fineness.  At  particular  times  it  may  be  convenient  in  exchange 
for  gold  in  a particular  coin,  to  give  more  than  an  equal  quantity  of  other  gold  ; but 
this  difference  can  never  exceed  a certain  small  limit;  and  thusit  has  happened  that 
the  bank,  while  liable  to  pay  its  notes  in  specie,  has  under  particular  emergencies  been 
put  to  the  necessity  of  purchasing  gold  at  a loss,  in  order  to  keep  up  or  to  repair  its/ 
stock.  But  generally  speaking,  the  price  of  gold,  being  itself  measured  and  expressed  I 
in  gold,  cannot  be  raised  or  lowered  by  an  increased  or  diminished  demand  for  it.  An  \ 
ounce  of  gold  will  exchange  for  neither  more  nor  less  than  an  ounce  of  gold  of  the  same  \ 
fineness,  except  so  far  as  an  allowance  is  to  be  made,  if  the  one  ounce  is  coined  or 
otherwise  manufactured  and  the  oilier  is  not,  for  the  ex]>ense  of  that  coinage  or  manu- 
facture. An  ounce  of  standard  gold  bullion  will  not  fetch  more  in  our  market  than 
SI.  lift.  unless  8/.  175.  in  our  actual  currency  is  equivalent  to  less  than  an 

ounce  of  gold.  An  increase  or  diminution  iu  the  demand  for  gold,  or  what  comes  to 
the  same  thing,  a diminution  or  increase  in  the  general  supply  of  gold,  will,  no  doubt, 
have  a material  effect  upon  the  money  prices  of  all  other  articles.  An  increased  de- 
mand for  gold,  and  a consequent  scarcity  of  that  article,  will  make  it  more  valuable  in 
‘ proportion  to  all  other  articles  ; the  same  quantity  of  gold  will  purchase  a greater 

quantity  of  any  other  article  than  it  did  before:  in  other  words,  the  real  price  of  gold, 
or  the  quantity  of  commodities  given  in  exchange  for  it,  will  rise,  and  the  money  prices 
of  all  commodities  will  fall  ; the  money  price  of  gold  itself  will  remain  unaltered,  but  the 
price  of  all  other  commodities  will  fall.  That  this  is  not  the  present  state  of  things  is 
abundantly  manifest ; the  prices  of  all  commodities  have  risen,  and  gold  appears  to 
have  risen  in  its  price  only  in  common  with  them.  If  this  common  effect  is  to  be  as- 
cribed to  one  and  the  same  cause,  that  cause  can  only  be  found  in  the  state  of  the  cur- 
rency of  this  country. 


Price  of  Bullion  Compared  with  Coin. 


Your  Committee  think  it  proper  to  state  still  more  specifically,  what  appear  to  them 
to  be  the  principles  whicli  govern  the  relative  prices  of  gold  in  bullion  and  gold  iu  coin, 
as  well  as  of  paper  circulating  in  its  place  and  exchangeable  for  it.  They  cannot  in- 
U’oduce  this  subject  more  properly,  than  by  adverting  to  those  simple  pnucipies  and 
regulations,  on  which  a coinage  issuing  frotn  tue  King's  mint  is  founded. 

The  object  is  to  secure  to  the  people  a standard  of  a determinate  value,  oy  affixing 
a stamp,  under  the  royal  authority,  to  pieces  of  gold,  whicli  are  thus  certified  to  be 
of  a given  weight  and  fineness.  Gold  in  bullion  is  the  standard  to  which  the  Legis- 
lature has  intended  that  the  coin  should  be  conformed,  and  with  which  it  should  be 
identified  as  much  as  possible.  And  if  that  intention  of  the  legislature  w^ere  com- 
pletely fulfilled,  the  coined  gold  wmuld  bear  precisely  the  same  price  in  exchange  for 
all  other  commodities  as  it  would  liave  borne  had  it  continued  in  the  shape  of  bullion; 
hut  it  is  subject  to  some  small  fluctuations. 
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First,  there  is  some  expense  inciirrerl  in  converting  bullion  into  coin.  They  who 
send  bullion  to  be  coined,  and  it  is  allowed  to  anyone  to  send  it,  though  they  are  charged 
with  no  seignorage,  incur  a loss  of  interest  by  tJie  detention  of  their  gold  in  the  mint. 
Thii  loss  may  hitherto  have  amounted  to  about  11.  per  cent.,  but  it  is  to  be  presumed 
that  the  improvements  of  the  system  of  the  new  Mint  will  cause  the  detention  and  con- 
sequ  jnt  loss  to  be  mucli  smaller.  This  1^.  per  cent,  has  formed  the  limit,  or  nearly  the 
limi  , to  the  possible  rise  of  the  value  of  coin  above  that  of  bullion;  for  to  suppose  that 
coin  could,  through  any  cause,  advance  much  above  this  limit,  would  be  to  assume  that 
ther  was  a high  profit  on  a transaction,  in  which  there  is  no  risk,  and  every  one  has  an 
oppt  rtunity  of  engaging. 

The  two  following  circumstances  conjoined  account  for  the  depression  of  the  coin 
belo  V the  price  of  bullion,  and  will  show  what  must  have  been  the  limit  to  its  extent 
befo  'e  1797,  the  period  of  the  suspension  of  the  cash  payments  of  the  Hank  of  England* 
Firs  , the  coin,  after  it  had  become  current,  was  gradually  diminished  in  v/eight  by  use, 
and  >herefore.  if  melted,  would  produce  a less  quantity  of  bullion.  The  average  dimi- 
nuti  >n  of  weight  of  the  present  current  gold  coin  below  that  of  the  same  coin  when  fresh 
fron  the  mint  appears  by  the  evidence  to  be  nearly  1^.  per  cent.  This  evil,  in  more 
anci  nt  times,  was  occasionally  very  great  It  was  particularly  felt  in  an  early  period 
of  hii  present  Majesty’s  reign,  and  led  to  the  reformation  of  the  gold  coin  in  1773.  Hut 
it  is  aow  carefully  guarded  against,  not  only  by  the  legal  punishment  of  every  wilful 
dete  ioration  of  the  gold  coin,  but  also  by  the  regulation  of  the  statute,  tliat  guineas, 
of  which  the  full  weight  when  fresh  Irom  the  mint  is  5 dwds.  OgH  grains,  shall  not  be  a 
lega  tender  if  worn  below  5 dwts.  8grs.;  the  depreciation  thus  allowed  being  at  the 
utm  tst  1.  11  percent.  A still  more  material  cause  of  depression  is  the  difficulty  under 
whh  h the  holders  of  coin  have  been  placed  when  they  wdshed  to  convert  it  into  hullion. 
The  law  of  this  country  forbids  any  other  gold  coin  than  that  which  has  become  light  to 
be  p It  into  the  mehing  pot,  and,  with  a very  questionable  policy,  prohibits  the  exporta- 
tion of  our  gold  coin,  and  of  any  gold,  unless  an  oath  is  taken  that  it  has  not  been  pro- 
duct d from  the  coin  of  this  realm.  It  appears  by  the  evidence  that  the  difference 
,betv  een  the  value  of  gold  bullion  which  mny  be  sworn  off  for  exportation  and  that  of 
.the  j ‘old  produced  or  supposed  to  be  produced  from  our  own  coin,  wdiich,  by  law,  is 
Icon's ertible  only  to  domestic  purposes,  amounts  at  present  to  between  3s.  and  4s.  per 
oun<  e. 

1 he  two  circumstances  which  have  now  been  mentioned  have  unquestionably  con- 
stituted. in  the  judgment  of  your  Committee,  the  wdiole  cause  of  that  depression  of  the 
vain  ; of  the  gold  coin  of  this  country  in  exchange  for  commodities,  below  the  value  of 
bullion  in  exchange  for  commodities,  which  has  occasionally  arisen  or  could  arise  at 
thosj  times  when  the  Bank  paid  in  specie,  and  gold  was  consequently  obtainable  in  the 
(piai  tity  that  w^as  desired;  and  the  limit  fixed  by  those  two  circumstances  conjoined,  to 
this  excess  of  the  market  price  of  gold  above  tlie  Mint  price,  was  therefore  a limit  of 
aboi  t 5?  per  cent.  The  chief  part  of  this  depression  is  to  be  ascribed  to  that  ancient  but 
doul  tful  policy  of  this  country,  which,  by  attempting  to  confine  the  coin  witliin  the 
king  lorn,  has  served,  in  the  same  manner  as  permanent  restrictions  on  the  export  of 
othe  ' articles,  to  place  it  under  a disadvantage,  and  to  give  to  it  a less  value  in  the  market 
than  the  same  article  would  have  if  subject  to  no  such  prohibition. 


IlAMBUKOn  CUUUENCY  METHODS. 

1 he  truth  of  these  observations  on  the  causes  and  limits  of  the  ordinary  difference 
betw  een  tlie  market  and  Mint  price  of  gold,  may  be  illustrated  by  a reference  to  the 
mod;,  explained  in  the  evidence,  of  securing  a fixed  standard  of  value  for  the  great 
com  nercial  payments  of  Hamburgh.  The  jiavmeuts  in  the  ordinary  transactions  of  life 
are  I lade  in  a currency  composed  of  the  coins  of  the  several  surrounding  states;  but 
silver  is  the  standard  there  resorted  to  in  the  great  commercial  payments,  as  gold  is  in 
Eng  and.  No  difference  analogous  to  that  which  occurs  in  this  country,  between  the 
^lini  and  market  price  of  gold,  can  ever  arise  at  Ilaraburgli  with  regard  to  silver,  because 
provision  is  made  that  none  of  the  three  causes  above  specified  [the  expense  of  coinage, 
liie  « epreciation  by  wear,  or  the  obstruction  to  exportation],  sliall  liave  any  operation. 
The  large  payments  of  Hamburgh  are  effected  in  Hank  money,  which  consists  of  actual 
silver  of  a given  fineness,  lodged  in  the  Hamburgh  bank  by  the  mcrcliants  of  the  place, 
who  thereupon  have  a proportionHte  credit  in  the  bank-books,  which  they  transfer 
acco  *ding  to  their  occasions.  The  silver  being  assayed  and  weighed  with  scarcely  any 
loss  )f  time,  the  first  mentioned  cause  of  fluctuation'in  the  relative  value  of  the  current 
med  um  compared  with  bullion  is  avoided.  Certain  masses  of  it  being  tlien  certified 
(wit!  out  any  stamp  being  affixed  on  the  metal)  to  be  of  a given  quantity  and  tineness, 
the  1 alueis  transferred  from  individual  to  individual  by  the  medium  merely  of  the  bank- 
books, and  thus  the  wearing  of  the  coin  being  prevented,  one  cause  of  deprecialiori  is 
remc  ved.  A free  right  is  also  given  to  withdraw,  melt  and  export  it:  and  thus  the  other 
and  )rincipal  source  of  the  occasional  fall  of  the  value  of  the  current  medium  of  pay- 
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incnt,  below  that  of  the  bullion  which  it  is  intended  to  ro[)resent,  is  also  effectually  pre- 
clu^ied. 

In  this  manner  at  Hamburgh  silver  is  not  only  the  measure  of  all  exchangeable  value, 
but  it  is  rendered  an  invariable  measure,  except  in  so  far  as  the  relative  value  of  silver 
itself  varies  with  the  varying  supply  oT that  precious  metal  from  the  mines.  In  the  same 
manner  the  usage,  and  at  last  the  law,  which  made  gold  coin  the  usual  and  at  last  the 
only  legal  tender" in  large  payments  here,  rendered  that  metal  our  measure  of  value:  and 
from  the  period  of  the  reforinaliou  of  the  gold  coin  down  to  the  suspension  of  the  Bank 
I ])ayments  in  specie  in  1797,  gold  coin  was  not  a very  variable  measure  of  value;  being 

subject  only  to  that  variation  in  the  relative  value  of  gold  bullion  which  depends  upon 
its  supply  from  the  mines,  together  with  that  limited  variation,  which,  as  above  described, 
^ might  take  place  between  the  market  and  Hie  ^lint  price  of  gold  coin. 

^The  highest  amount  of  the  depression  of  the  coin  whicli  can  take  place  when  the 
Bank  pays  in  gold  has  just  been  staled  to  be  about  per  cent.,  and  accordingly  it  will 
lie  fonmi  that  in  all  the  periods  preceding  1797,  tiie  difference  between  what  is  called  the 
I Mint  price  and  market  price  of  gold  never  exceeded  that  limit. 

j Since  the  suspension  of  cash  payments  in  1797,  however,  it  is  certain  that,  even  if 

yohl  is  still  our  measure  of  value  and  slaudard  of  prices,  it  has  been  exposetl  to  a new 
cause  of  variation,  from  the  possible  excess  of  that  paper  which  is  not  convertible  into 
gold  at  will;  and  the  limit  of  this  new  variation  is  as  indefinite  as  the  excess  to  which 
that  paper  may  be  issued.  It  may  indeed  be  doubted  whether,  since  the  new  system  of 
Bank  of  England  payments  has  been  fully  established,  gold  has  m truth  contintied  to  be 
our  measure  of  value;  and  wiiether  we  have  any  other  standard  prices  than  that  circu- 
lating medium  issued  primarily  by  the  Bank  of'  England  and  in  a secondary  manner  by 
the  country  banks,  the  variations  of  which  in  relative  value  may  be  as  indefinite  as  tlie 
possible  excess  of  that  circulating  medium.  But  whether  our  present  measure  of  value. 
» and  standard  of  prices,  be  this  pa|»er  currency  thus  variable  in  its  relative  value,  or  con- 

tinues still  to  be  gold,  but  gold  rendered  more  variable  than  it  was  before  in  consequence 
of  being  interchangeable  for  a paper  currency, which  is  not  at  will  convertible  into  gohi. 
it  is.  in  either  case,  most  desirable  for  the  public  that  our  circulating  medium  should 
again  be  conformed,  as  speedily  as  circumstances  will  permit,  to  its  real  and  legal 
standard,  gold  bullion. 

If  the  gold  coin  of  the  country  were  at  anytime  to  become  very  much  worn  and 
lessened  in  weight,  or  if  it  should  suffer  a debasement  of  its  standard,  it  is  evident  that 
there  would  be  a proportionable  rise  of  the  market  price  of  gold  bullion  above  its  3liut 
price;  for  the  Mint  price  is  the  sum  in  coin,  which  is  equivalent  in  intrinsic  value  to  a 
given  quantity,  an  ounce,  for  example,  of  the  metal  in  bullion;  and  if  the  intrinsic  value 
of  that  sum  of  coin  be  lessened,  it  is  eepn valent  to  a less  quantity  of  bullion  than  before. 
The  same  rise  of  the  market  price  of  gold  above  its  ^lint  ]>rice  will  take  place,  if  the  local 
currency  of  this  particular  country,  being  no  longer  convertible  into  gold,  should  at  auy 
time  be'issued  to  excess.  ' That  excess  cannot  be  exported  to  other  countries,  and,  not 
being  convertible  into  specie,  it  is  not  necessarily  returned  upon.tlio.se  who  issued  it:  it 
remains  iu  the  channel  of  circulation,  and  is  gradually  absorbed  by  increasing  the  pricas 
of  all  commodities.  An  increase  in  the  quantity  of  the  local  currency  of  a particular 
1 country  will  raise  prices  in  that  country  exactly  in  the  same  manner  as  an  increase  in 

the  general  supply  of  precious  metals  raises  prices  all  over  the  world.  By  means  of  the 
increase  of  (juautity,  the  value  of  a given  jxirtion  of  that  circulating  medium,  in  exchange 
for  other  commodities,  is  lowered;  in  other  words,  the  money  prices  of  all  other  com- 
modities are  raised,  and  that  of  bullion  with  the  rest.  In  this  manner  an  excess  of  the 
local  currency  of  a particular  country  will  occasion  a rise  of  tlie  market  price  of  g(»ld 
above  its  ^lint  price.  It  is  no  less  evident  that  iu  the  event  of  the  prices  of  commodities 
* being  raised  in  one  country  by  an  augmentation  of  its  circulating  medium,  wiiile  no 

I similar  augmentation  in  the  circulating  medium  of  a neighboring  country  has  led  to  a 

similar  rise  of  prices,  the  currencies  of  those  tw'o  countries  will  no  longer  continue  to 
bear  the  same  relativ'c  value  to  each  other  as  before.  The  intrinsic  value  of  a given 
])ortion  of  the  one  currency  being  lessened,  wdiile  that  of  the  other  remains  unaltered, 
the  exchange  will  be  computed  between  those  two  countries  to  the  disadvantage  of  the 
former. 

- In  this  manner,  a general  rise  of  all  prices,  a rise  in  the  market  price  of  gold,  and 
a fall  of  the  foreign  exchanges,  will  be  the  effect  of  an  excessive  quantity  of  circulating 
medium  in  a country  which  has  adopted  a currency  not  exportable  to  other  countries, 
r or  not  convertible  at  will  into  a coin  which  is  exportable. 


II. 

STATE  OF  FOREIGN  EXCHANGES. 

Your  Committee  are  thus  led  to  the  next  head  of  their  inquiry  : the  present  state  of 
the  exchanges  between  this  country  and  the  continent.  And  here,  as  under  the  former 
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held,  your  Committee  will  first  state  the  opinions  wliich  they  have  received  from 
pr  ictical  men,  respecting  the  causes  of  the  present  stale  of  the  exchange. 

Mr.  Grellulhe,  a general  merchant,  trading  thiefly  to  the  continent?  ascribed  the  fall 
of  exchange  between  London  and  Hamburgh,  near  18  per  cent,  below  par,  in  the  year 
18  ifi,  “ altogether  to  the  commercial  situation  of  this  country  with  the  continent ; to 
Ih.  circumstance  of  the  imports,  and  payments  of  subs  dies,  &c.,  having  very  much 
p- seeded  the  exports.”  He  stated,  however,  that  he  formed  his  judirment  of  the 
ha  ancc  of  trade  in  a great  measure  from  the  state  of  the  exchamre  itself,  though  it  was 
CO  roborated  by  what  fell  under  his  ob.servation.  He  insist  ed  particultirly  on  t he  large 
mi  lort.s  from  the  Baltic,  and  the  wiues  and  brandies  brought  from  France,  in  return 
w which  no  merchandise  had  been  exported  from  this  country.  He  observed  on  the 
oil  er  hand,  that  the  export  of  colonial  produce  to  the  continent  had  increaseil  in  the 
la.',  j'ear  compared  with  former  years;  and  that  during  the  last  vear  there  was  an 
ex  ;es8,  to  a considerable  amount,  of  the  ex|)orts  of  coloniarproduce  and  British  manu- 
fa(  tures  to  Holland  above  the  imports  from  thence,  hut  not  nearly  equal,  he  thouo-ht, 
to  he  excess  of  imports  from  other  parts  of  the  world,  judging  from  the  state  of  "the 
exi  hange  as  well  as  from  what  fell  generally  under  his  observation.  He  afterwards 
ex  .lamed,  that  It  was  not  strictly  the  balance  of  trade, _but  the  balance  of  payments, 
bet  Qg  unfavorable  to  this  country,  which  he  assigned  as  the  principal  cause  of  the  rate 
of  ixchange  ; observing  also,  that  the  halance  of  payments  for  the  year  may  be  a<minst 
us,  while  the  general  exports  exceed  the  imports.  He  gave  it  as  his  opinion  tlitTt  the 
cat  se  of  _ the(ptMiai_SiateoO;i»^^  ,iie  addition  of 

J th(  roreign  expenditure  of  government  ;an33i>it^  cxcess7>f  imports  above  exp*^i'*i7 
Jlil^c^imt  for  the  rates  ofjixclmgejrpntinuin^  so  high  arBl^SFcSnalniinst 
cot  ntry.  fora  pern^qgnt  per^djlLtiine]  ' ^ “ 

-vr  in?tlie  evuilence/thaF several  other  witne.sses  agree  in  substance  with 

Mr  (ireffiilhe,  m this  explanation  of  the  unfavorable  state  of  the  exchange  • narticu- 
lar  y Mr.  Chambers  and  Mr.  Coningham. 

Sir  hrancis  Baring  stated  to  the  Committee,  that  he  con.sidered  the  two  great  cir- 
cui  istances  which  affect  the  exchange  in  its  present  unfavorable  state,  to  be  tlie  restric- 
tioi  s upon  trade  with  the  continent,  and  the  increa.sed  circulation  of  this  coimtrv  in 
pajer,  as  productive  of  the  scarcity  of  bullion.  And  he  instanced,  as  examples  of  a 
coctrary  state  of  things,  the  seven  years’ war,  and  the  American  war  in  which  there 
wet  e the  same  remittances  to  make  to  the  continent  for  naval  and  military  expenditure 
yet  no  want  of  bullion  ever  was  felt.  ^ * 

I’he  Committee  likewise  examined  a very  eminent  continental  merchant,  whose 
evil  lence  will  be  found  to  contain  a variety  of  valuable  information.  That  gentleman 
■ statis,  that  the_  exchange  cannot  fall  in  any  country  in  Europe  at  the  presentlime  if 
/ definitive  value,  or  in  something  convertible  into  such  coin  Jpwer 

tha  1 the  extent  of  the  charge  of  transporting  it,  together  with  an  adequafel^rofit  in  pro- 
/ j por  ion  to  the  risk  attending  such  transmission.  He  conceives,  that  such  fall  of  our 
exc  lange  as  has  exceeded  that  extent  in  the  last  15  months,  must  certainly  be  referred 

currency  jigi being  convertible  into  specie  ; and  that  if 
r^.iu!  1 been  so  convertible,  and  guineas  had  been  in  general  circulation,  an  un- 

sne.  e.xplains  his  opinion  upon  the  subject  more 

spe.  itically  in  the  following  answers,  which  are  extracted  from  different  parts  of  his 

To  what  causes  do  you  ascribe  the  present  unfavorable  course  of  exclian>m  ? The 

first  great  depreciation  took  place  when  the  French  got  possession  of  the  north  of  Ger- 
mai  y,  and  passed  severe  penal  decrees  against  a communication  with  this  country  • at 

1 I!  "J®  r «POH  all  English  goods  and  property,  wldlst 

fak.  Ton  were  still  to  be  made,  and  the  reimbursLients  to  be 

tS  n bv  ^ ’•  ^ consequence  to  be  sold  than  could  be 

taki  n by  persons  requiring  to  make  payments  in  England.  The  commmnV-.tioi.  bv 

and  uncertain,  middle  men  were  not  to  be  found,  as  in 
usu:  times,  to  purchase  and  send  such  bills  to  England  for  returns  ; whilst  no  suit  at 

eri.ru  lvitnf  courts  of  justice  the're  against  any  pe;srwho  cC  £ 

rcsi,  t payment  of  a returned  hill,  or  to  dispute  the  charges  of  re-exchange  Whilst 

Vift  ® ^'^Pfessed  the  exchange,  payments  due  to  England  only  came  round  at 

dist,  nt  perioc^  ; the  exchange  once  lowered  by  those  circumstances,  and  hullion  being 

Bds  co£urv  differences,  the  operations  between 

this  country  and  the  continent  have  continued  at  a low  rate,  as  it  is  only  matter  of 

">  o'.'”!" 

; The  exchange  apmst  England  fluctuating  from  15  to  20  per  cent. , how  much  of 
that  loss  may  he  ascribed  to  the  effect  of  the  measures  taken  by  the  enemy  in  the  north 

1 intercourse  which  has  been  the  result,  and  how 

niuc  1 to  the  effect  of  the  Bank  of  England  paper  not  being  convertible  into  cash  to 
whnh  you  have  ascribed  a part  of  that  depreciation?—!  ascribe  the  whole  of  the 
depieciation  to  have  taken  place  originally  iu  consequenee  of  the  measures  of  the 
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enemy,  and  its  not  having  recovered  to  the  circumstance  of  the  paper  of  England  not 
being  exchangeable  ff>r  cash.”  ® 

‘•  Since  the  conduct  of  the  enemy  which  you  have  described,  what  other  causes  have 
continued  to  operate  on  the  conti-oent  to  lower  tlie  cour£e  of  exchange  ?— Very  con- 
siderable shipments  from  tlie  Baltic,  which  were  drawn  for  and  llie^ijills  ne«-otiat(Ml 
immediately  on  the  shipments  taking  place,  without  consulting  the  interest  of  the 
proprietors  in  this  country  much,  by  deferring  such  a negotiation  UIl  a demand  should 
lake  place  for  such  hills  ; The  coiuiiiued  dirficultv  and  uncertainty  in  carrying  on  the 
correspondence  between  this  country  and  the  continent;  The  curtHiled'number  of 
houses  to  he  found  r)u  the  continent  willing  to  undertake  such  operations,  either  hv 
^ accepting  hills  for  English  account  drawn  from  the  various  parts  where  shipments  take 

place,  or  by  accepting  bills  drawn  from  this  country,  either  against  i)ro pert y sliipiied  or 
on  a speculative  idea  that  the  ex-  hange  either  ouglit  or  is  likely  to  rise  ; The  length  of 
time  that  is  required  before  goods  can  he  converted  into  cash,  from  the  circuitous  routes 
they  are  obliged  to  take  : The  very  large  sums  of  money  paid  to  foreign  shipowners 
Avhich  in  some  instances,  such  as  on  the  article  of  hemp,  has  amounted  to  nearly  its 
prirne  cost  in  Biissia  : The  want  of  middle  men  who  as  formerly  used  to  employ  great 
capitals  ia  exchange  operitioris,  who.  from  the  increised  dimeuilies  and  dnmVrs  to 
which  such  operations  are  now  auiqect,  are  at  present  rarely  to  be  met  with  to  make  com- 
bined exchange  operations,  which  tend  to  anticipate  proliable  ultimate  results.” 

The  preceding  answers,  and  the  rest  of  this  genlleman^s  evidence,  all  involve  this 
principle,  expressed  more  or  less  distinctly,  that  bullion  is  the  true  regulator  both  of  the 
value  of  a local  currency  and  of  the  rate  of  forelgirexchanges  ; and  that  the  free  cou- 
vmibility  of  paper  currency  into  the  precious  metals,  and  the  free  exportation  of  those 
ni^als,  place  a limit  to  the  fall  of  exchange,  and  not  only  check  the  excliauges  from 
^ lalling  below  that  limit,  but  recover  them  by  restoring  the  balance. 

Par  of  Exchange 

\ our  Committee  need  not  particularly  point  out  in  what  respects  these  opinions 
received  from  persons  of  practical  detail,  are  vague  and  imsatisfactorv.  and  in  what 
respects  they  are  contradict(»ry  of  one  another  ; considerable  assistance,"  however  may 
be  derived  from  the  information  wliich  the  evidence  of  these  persons  affords  in  ex- 
plaiiiiug  the  true  causes  ot  the  present  state  of  the  exchanges. 

.\our  Coininittee  conceive  that  there  is  no  point  of  trade,  considered  politically 
which  is  better  settled  than  tlie  subj'ict  of  foreign  exchanges.  The  par  of  exchange  be- 
tween two  countries  is  that  sum  of  the  currency  of  either  of  the  two,  which  in  point  of 
intrinsic  value,  is  precisely  equal  to  a given  sum  of  the  currency  of  the  other  • that  is 
contains  precisely  an  equal  weiglit  of  gold  or  silver  of  the  same  fineness  If  25  livres 
of  t rance  contained  precisely  an  equal  quantity  of  pure  silver  with  20«  sterling  25 
would  he  said  to  be  the  p ir  of  exchange  between  London  and  Paris.  If  one  country 
uses  gold  for  its  principal  measure  of  value,  and  another  uses  silver,  the  par  between 
those  countries  cannot  he  estimated  for  any  particular  period,  without  taking  into  ac- 
^ count  the  relative  value  of  gold  and  silver  at  liiat  particular  period  ; and  as  the  relative 

value  of  the  two  ])recious  metals  is  subject  to  fluctuation,  the  par  of  exchange  between 
two  such  countries  is  not  strictly  a lixed  point,  but  fluctuates  within  certain  Timits.  An 
Illustration  of  this  will  be  found  in  tlie  evidence,  in  the  calculation  of  the  par  between 
London  and  Ilainburgh,  which  is  estimated  to  be  34/  Flemish  shillings  for  a pound 
stei  ling.  1 but  rate  of  exchange, which  is  produced  at  any  particular  period  liy  a balance 
ot  trade  or  payments  between  the  two  countries,  and  by  a consequent  disproportion  be- 
tween the  supply  and  the  demand  of  hills  drawn  bv  the  one  upon  the  other  is  a ile- 
parture  on  one  side  or  the  other  from  the  real  and  fixed  par.  But  this  real  par  will  be 
altered  if  any  change  takes  place  in  the  currency  of  one  of  the  two  countries,  whether 
that  change  consists  in  ti  e wear  or  debasement  of  a metallic  currency  below’*  its  stan- 
dard, or  in  the  discredit  of  a forced  paper  currency,  or  iu  the  excess  of  a paper  cur- 
rency. not  convertible  into  specie  ; a fa'l  having  taken  place  in  the  in- 
trinsic value  of  a given  portion  of  one  curren(*v,  tliat  portion  will  no  longer 
he  equal  to  the  same  p trlion,  as  before,  of  the  other  currenev.  But  Ihoifgh 
the  real  par  of  the  currencies  is  thus  altered,  the  dealers,  having  little  or  no  occasion  to 
reter  to  the  par,  continue  to  reckon  their  course  of  exchanges  from  the  former  denom- 
f luation  of  the  par  ; and  in  this  state  of  things  a distinction  "is  necessary'-  to  lie  made  be- 

tween the  real  and  computed  course  of  exchange.  The  computed  course  of  exchange 
as  expressed  iu  the  tables  used  liy  the  merchants,  will  then  include,  not  only  the  rc^l 
difference  of  exchange  arising  from  the  stale  of  trade,  but  likewise  the  difference  be- 
tween the  origmal  par  and  the  new  par.  Those  two  sums  may  happen  to  be  added  to- 
gether in  the  calculation,  or  they  may  happen  to  be  set  against  each  other  If  the 
country,  whose  currency  has  been  depreciated  in  comparison  with  the  other ’has  the 
Da  ance  of  trade  also  against  it,  the  computed  rate  of  exchange  will  appear  to  be 
still  more  unfavorable  than  the  real  difference  of  exchange  will  be  found  to  be  • and  so 
It  that  same  country  has  the  balance  o'"  trade  in  its  favor,  the  computed  rate  of  ex- 


THE  BULLION  REPORT, 


cl  ange  will  appear  to  be  much  less  favorable  than  the  real  difference  of  exchange  will 
hi  found  to  be.  Before  the  new  coinage  of  our  silver  in  King  William’s  time,  the  ex- 
cLange  between  England  and  Holland,  computed  in  the  usual  manner  according  to  the 
stj  ndard  of  their  respective  Mints,  was  2/)  per  cent,  against  England  ; but  the  value  of 
111  *.  current  coin  of  England  was  more  than  25  per  cent,  below  the  standard  value  ; so 
th  it  if  that  of  Holland  was  at  its  full  standard,  the  real  exchange  was  in  fact  in  favor 
of  England.  It  may  happen  in  the  same  manner,  that  the  two  parts  of  the  calculation 
m ly  be  both  opposite  and  equal,  the  real  exchange  in  favor  of  the  country  by  trade 
b(  ing  equal  to  the  nominal  exchange  against  it  by  the  state  of  its  currency  ; in  that  case, 
th  3 computed  exchange  will  be  at  par,  while  the  real  exchange  is  in  fact  in  favor  of  that 
C(  untry  Again,  the  currencies  of  both  the  countries  wdiich  trade  together  may  have 
ui  dergone  an  alteration,  and  that  either  m an  equal  degree,  or  unequally  ; in  such  a ^ 

ca^e.  the  question  of  the  real  state  of  the  exchange  between  them  becomes  a little  more 
ccmplicateil,  but  it  is  to  be  resolved  exactly  upon  the  same  principle.  Without  going 
oitof  the  bounds  of  the  present  inquiry,  this  may  be  well  illustrated  by  the  present 
St  lie  of  the  exchange  of  London  with  Portugal,  as  quoted  in  the  tables  of  the  18th  of 
.M  ly  last.  The  exchange  of  London  on  Lisbon  appears  to  be  67^4  J ^7%d.  sterling  for 
a nilree  is  the  old  established  par  of  exchange  between  the  two  countries  ; and  67^  ac- 
cc  niingly  isstili  said  to  be  the  par.  But  by  the  evidence  of  Mr.  Lynde,  it  appears,  ihat, 
in  Portugal,  all  payments  are  now  by  law  made  one-half  in  hard  money,  and  one-half  in 
gf  vernment  paper  ; and  that  this  p*iper  is  depreciated  at  a discount  of  27  per  cent.  Upon 
al  payments  made  in  Portugal,  therefore,  there  is  a discount  or  loss  of  V^}4  cent,  and 
th  2 exchange  at  G7L  though  nominally  at  par,  is  in  truth,  13^  per  cent,  against  this 
cc  untry.  If  the  exchange  were  really  at  par,  it  w^ould  be  quoted  at  56  05-100  or  appar- 
et  tly  13i  per  cent,  in  favor  of  London,  as  compared  with  the  old  par  which  was  fixed 
Ik  fore  the  depreciation  of  tlie  Portuguese  medium  of  payments.  Whether  this  13^  per 
cent,  which  stands  against  this  country  by  the  present  exchange  on  Lisbon,  is  a real 
difference  of  exchange,  occasioned  by  the  course  of  trade  and  by  the  remittances  to 
P >rtugal  on  account  of  government,  ora  nominal  and  apparent  exchange  occasioned  by 
semething  in  the  slate  of  our  own  currency,  or  is  partly  real  and  partly  nominal,  may 
p<  rhaps  be  determitied  by  what  your  Committee  have  yet  to  state. 

It  appears  to  your  Committee  to  have  been  long  settled  and  understood  as  a principle 
tl  at  the  difference  of  exchange  resulting  from  the  state  of  trade  and  payments  between 
t\ 'o  countries  is  limited  bv  the  expense  of  conveying  and  insuring  the  precious  metals 
fi  iin  one  country  to  the  other  ; at  least,  that  it  cannot  for  any  considerable  length  of  time 
e:  cecd  that  limit.  The  real  difference  of  exchange,  resulting  from  the  state  of  trade, 
ai  id  payments  never  can  fall  lower  than  the  amount  of  such  expense  of  carriage,  includ- 
ir  g the  insurance.  The  truth  of  this  position  is  so  plain,  and  it  is  so  uniformly  agreed 
t(  by  all  the  practical  authorities,  both  commercial  and  political,  that  your  Committee 
w ill  assume  it  as  indisputable. 

It  occurred,  however,  to  your  Committee  that  the  amount  of  that  charge  and  premium 

0 insurance  might  be  increased  above  what  it  has  been  in  ordinary  periodfieven  of  war, 
b r the  peculiar  circumstances  which  at  present  obstruct  the  commercial  intercourse  be- 
t veen  tliis  cotinTiT^iul  the  continent  of  Europe  ; and  that  as  such  an  increase  would 

1 lace  so  much  lower  than  u.sual  the  limit  to  which  our  exchanges  might  fall,  an  explaii-  ^ 

a ion  might  thereby  be  furnished  of  their  present  unusual  fulL  Your  Committee  accord- 

i igly  directed  their  enquiries  to  this  point. 


Cost  of  Than  spouting  Gold. 

It  was  stated  to  your  Committee,  by  the  merchant  who  has  been  already  mentioned  as 
1 eing  intimately  acquainted  with  the  trade  between  this  country  and  the  Continent,  that 
t le  present  expense  of  transporting  gold  from  London  to  flarnburgh,  independent  of 
t le  premium  of  insurance,  is  from  to  2 per  cent.;  that  the  risk  is  very  variable  from 
(1  ly  to  day,  so  that  there  is  no  fixed  premium,  but  he  conceived  the  average  risk,  for  the 
fi  fteen  months  preceding  the  lime  when  he  spoke,  to  have  been  about  4 per, cent.,  mak- 
ing the  whole  cost  of  sending  gold  from  London  to  Hamburgh  for  those  fifteen  months 
a.  such  average  of  the  risk,  from  5f  to  G percent.— Mr.  Abraham  Goldsmid  stated,  that  ' 
ill  liichist  five  or  six  months  of  (he  year  1809,  tlie  expense  of  sending  gold  to  Holland 
V tried  exceedingly,  from  4 to  7 per  cent,  for  all  charges,  covering  the  risk  as  w’ell  as  the 
c )sts  of  transportation.  By  the  evidence  which  was  taken  before  tlie  Committees  upon 
J link  Affairs,  in  1797,  it  appears  that  the  coi^t  of  sending  specie  from  London  to  Ham- 
lurgh  in  that  lime  of  w'ar,  including  all  charges  as  well  as  an  average  of  insur- 
a ice,  was  estimated  at  a little  more  than  34  per  cent.  It  is  clear,  there- 
f »!•(*,  that  in  consequence  of  the  peculiar  circumstances  of  the  present  state  of  the  war, 
a id  the  increased  difijcijulties  of  iutercourse  with  the  Continent,  the  cost  of  transporting 
t le  preciouT nlTOfls  thither  from  lliis  country  has  not  only  been  rendered  more  fluctimt- 
i ig  than  it  used  to  be,  but,  upon  the  whole,  is  veiy  considerably  increased.  It  wmild 
appear,  however,  that  upon  an  average  of  the  risk  for  that  period  when  it  seems  to 
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have  been  highest,  the  last  half  of  the  last  year, -the  cost  and  insurance  of  transporting 
gold  to  Hamburgh  or  to  Holland  did  not  exceiAi  7 per  cent.  It  was  of  course  greater 
at  particular  times,  when  the  risk  was  above  that  average.  It  is  evident  also  that  the 
risk,  and  consequently  the  whole  cost  of  transporting  it  to  an  inland  market,  to  Paris, 
for  example,  would  upon  an  average,  be  higher  than  that  of  carrying  it  to  Amster- 
dam or  Ilamburgh.  It  follows  that  the  limit  to  which  the  exchanges,  as  resulting 
from  the  state  of  trade,  might  fall  and  continue  unfavorable  for  a considerable  length 
of  time,  has,  during  the  jieriod  in  question,  been  a good  deal  lower  than  in  former 
limes  of  war  ; but  it  appears  also,  that  the  expense  of  remiitiiig  specie  has  not  been  ' 
increased  so  much,  and  that  the  limit  by  which  the  depression  of  the  exchanges  is 
bounded  lias  not  been  lowered  so  much,  as  to  afford  an  adecpiale  explanation  of  a fall 
of  Ttrc  exchanges  so  great  as  from  10  to  20  per  cent,  below  par.  The  increased  cost 
of  sticli  remittance  would  explain,  at  those  moments  when  the  risk  was  greatest,  a fall  ^ 
of  something  more  than  7 per  cent,  in  the  exchange  with  Hamburgh  or  Holland,  and  a 
fall  still  greater  ])erhaps  in  the  exchange  with  Paris  ; but  the  rest  of  the  fall  which  has 
actually  taken  place,  remains  to  be  explained  in  some  other  manner. 

Your  Committee  are  disjiosed  to  think  from  the  result  of  the  whole  evidence, 
contradictory  as  it  is,  that  the  circumstances  of  the  trade  of  this  country,  in  the  course 
of  the  last  year,  were  such  as  to  occasion  a real  fall  of  our  exchanges  with  the  Con- 
tinent to  a certain  extent,  and  perhaps  at  one  period  almost  as  low  as  the  limit  fixed 
by  the  expense  of  remitting  gold  from  lienee  to  the  respective  markets.  And  your 
Committee  is  inclined  to  this  opinion,  both  by  what  is  stated  regarding  the  excess  of 
imports  from  the  Continent  above  the  exports,  though  that  is  the  jiart  of  the  subject 
which  is  left  most  in  doubt  ; and  also  by  what  is  stated  respecting  the  mode  in  which 
the  payments  in  our  trade  have  been  latterly  effected,  an  advance  Ixdng  paid  upon  the 
imports  from  the  Continent  of  Europe,  and  a long  credit  being  given  upon  the  ex- 
ports to  other  parts  of  the  world. 


Imports  and  Exports. 

Y’’our  Committee,  observing  how  entirely  the  present  depression  of  our  exchange 
with  Europe  is  referred  by  many  persons  lo  a great  excess  of  our  imports  above  our 
exports,  have  called  for  an  account  of  the  actual  value  of  those  for  the  last  five 
j^ears  ; and  ^Ir.  Irving,  the  Inspector-General  of  Customs,  has  accordingl}'^  furnished 
the  most  accurate  estimate  of  both  that  lie  has  been  enabled  to  form.  He  has  also 
endeavored  to  forward  the  object  of  the  Committee  by  calculating  how'  much  should 
])e  deducted  from  the  value  of  goods  imported,  on  account  of  articles  in  return  for 
w'hich  nothing  is  exported.  These  deductions  consist  of  the  produce  of  fisheries,  and 
of  imports  from  the  East  and  AVest  Indies,  which  are  of  the  nature  of  rents,  profits, 
and  capital  remitted  to  proprietors  in  this  country.  The  balance  of  trade  in  favor  of 
this  country,  upon  the  face  of  the  account  thus  made  up,  was  : 


In  1805  about 

“ ItsOG  *■ 

“ 1807  ‘‘ 

“ 1808  “ 

“ 1809  “ 


G.OIG.OOO 

10.437.000 
5,8GG,OO0 

12.481.000 

14.834.000 


So  far,  therefore,  as  any  inference  is  to  be  drawn  from  the  balance  thus  exhibited, 
the  exchanges  during  the  present  year,  in  which  main'  payments  to  this  country  on  ac- 
count of  the  very  advantageous  balinces  of  the  two  former  years  may  be  expected  to 
take  place,  ought  to  be  i)eculiarly  favorable. 

Y’our  Committee,  how’ever,  place  little  confidence  in  deductions  made  even  from  the 
improved  docunient  which  the  industry  and  intelligence  of  the  Inspector-General  has 
enabled  him  to  furni.sh.  It  is  defective,  as  Mr.  Irving  has  himself  staled,  inasmuch  {is 
it  supplies  no  account  of  the  sum  draw'n  by  foreigners  (w'liich  is  at  tiie  present  period 
peculiarly  large),  on  account  of  freight  due  to  them  for  the  employment  of  their  ship- 
ping, nor,  on  the  other  hand,  of  the  sum  receivable  from  them  (aiul  forming  an  addition 
f to  the  value  of  our  exported  articles),  on  account  of  freight  arising  from  the  employment 

of  Britisii  shipping.  Itjeayes  out  of  consideration  all  interest  7m  capital  in  England 
possessed  by  foreigners^ml  on  capital  afiroad  belonging  to  inhabitants  of  Great  BHtain, 
as  w'ell  Its  the  pecuniary  transiclions  between  the  governments  of  England  and  Irehiud. 

It  twkes  no  cognizance  of  contraband  trade,  and  of  exported  and  imported  bullion,  of 
W'hich  no  account  is  rendered  at  the  Custom  House.  It  likewise  omits  a most  important 
ailicle,  the  varialions  of  wiiich,  if  correctly  stated,  would  probably  be  found  to  cor- 
respond in  a great  degree  wdlh  the  lluctuatious  of  the  apparently  favorable  balance;  \ 
namely,  the  bills  drawn  on  government  for  our  naval,  military,  and  other  expenses  in  \ 
foreign  parts,  ^'our  Committee  had  hoped  to  receive  an  account  of  these  from  the 
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table  )f  the  House;  but  there  has  been  some  dilBcuUy  and  consequent  delay  in  executing- 
a mat  irial  part  of  the  order  made  for  them.  It  appears  from  “ An  Account,  as  far  as  it 
could  be  made  out,  of  sums  paid  for  expenses  abroad  in  1793-4-5-6,”  inserted  in  the  Ap- 
pendi  s of  the  Lords’  Report  on  the  occasion  of  the  Bank  Restriction  Bill,  that  the  sums 
so  pa  d were, 


In  1793 £ 2,785,252 

“1794 8,335,591 

“ 1T9'5 11  010,236 

“ 1796 10,649,916 


T1  ,e  following  is  an  account  of  the  official  value  of  our  Imports  and  Exports  with 
the  C mtinent  of  Europe,  alone,  in  each  of  the  last  five  years  : 


i Balance  in  favor 
of  Great  Britain 

Imports. 

Exports. 

reckoned  in 
Official  Value. 

1805 

£10,008,649 

£15,465,430 

£ 5,456,781 

180G 

8,197,256 

13,216,386 

5,019,130 

1807  

7,973.510 

12,689,599 

4,716,080 

1808  

4,210,671 

11,280,490 

7,069,819 

1809 

9,551,857 

23,722,615 

14,170,758 

T)  e balances  with  Europe  alone  in  favor  of  Great  Britain,  as  exhibited  in  this  imper- 
fect s atement,  are  not  far  from  corresponding  with  the  general  and  more  accurate  bal- 
ances before  given.  The  favorable  balance  of  1809  with  Europe  alone,  if  comimted 
accor  hug  to  the  actual  value,  would  be  much  more  considerable  than  the  value  of  the 
same  year,  in  the  former  general  statement.  A favorable  balance  of  trade  on  the  face 
of  th;  account  of  exports  and  imports,  presented  annually  to  Pailiament,  is  a very 
probs  ble  consequence  of  large  drafts  on  Government  for  foreign  expenditure;  and  aug- 
ment! tion  of  exports,  and  a diminution  of  imports,  being  promoted  and  even  enforced 
by  th  ! means  of  such  drafts.  For,  if  the  supply  of  bills  drawn  abroad,  either  by  the 
agent  I of  Government,  or  by  individuals,  is  disproportionate  to  the  demand,  the  price  of 
them  in  foreign  money  falls,  until  it  isso  low  as  to  invite  purchasers;  and  the  purchasers, 
who  I ,re  generally  foreigners,  not  wishing  to  transfer  their  property  permanently  to 
Eugh  nd,  have  a reference  to  the  terms_  on  which  the  bills  on  England  will  purchase 
those  British  commodities  which  are  in  demand,  either  in  their  own  country,  or  in 
interi  lediate  places,  with  which  the  account  may  he  adjusted.  Thus,  the  price  of  the 
bills  1 eing  regulated  in  some  degree  by  that  of  British  commodities,  and  continuing  to 
fall  ti  1 it  becomes  so  low  as  to  be  likely  to  afford  profit  on  the  purchase  and  exportation 
of  thi  se  commodities,  an  actual  exportation  nearly  proportionate  to  the  amount  of  the 
bills  drawn  can  scarcely  fail  to  take  place.  It  follows,  that  there  cannot  be,  for  any 
long  leriod,  either  a highly  favorable  or  unfavorable  balance  of  trade;  for  the  balance 
no  so  mer  affects  the  price  of  bills,  than  the  price  of  bills,  by  its  re-action  on  the  state  of 
trade  promotes  an  equalization  of  commercial  exports  and  imports.  Your  Committee 
have  lere  considered  cash  and  bullion  as  forminira  part  of  the  general  mass  of  ext  orted 
or  imported  articles,  arid  aS  transferred  according  to  the  state  both  of  the  supply  and 
the  d smand;  forming,  however,  under  certain  circumstances,  especially  in  case  of  great 
fluctv  ations  in  the  general  commerce,  a peculiarly  commodious  remittance. 

Y )ur  Committee  have  enlarged  on  the  documents  supplied  by  Mr  Irving,  for  the  sake 
of  th  owing  further  light  on  the  general  question  of  the  balance  of  trade  and  the  ex- 
chan, ;es,  and  of  dis.sipating  some  very  prevalent  errors  which  have  a great  practical 
infiu(  nee  on  the  subject  now  under  consideration. 


Actual  State  of  Foreign  Exchange. 

T lat  the  real  exchange  against  this  country  with  the  continent  cannot,  at  any  time, 
have  materially  exceeded  the  limit  fixed  by  the  cost  at  that  time  of  transporting  specie, 
your  Committee  are  convinced  upon  the  principles  which  havd  been  already  stated. 
That  in  point  of  fact,  those  exchanges  have  not  exceeded  that  limit  seems  to  receive  a 
very  satisfactory  illustration  from  one  part  of  the  evidence  of  Mr.  Greffulhe,  who,  of  all 
the  n erchants  examined,  seemed  most  wedded  to  the  opinion  that  the  .state  of  the 
balar  ce  payments  alone  was  sufficient  to  account  for  any  depression  of  the  exchanges. 
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however  great.  From  what  the  Committee  have  already  stated  with  respect  to  the  par 
of  exchange,  it  is  manifest  that  the  exchange  between  two  countries  is  at  its  real  par,, 
■when  a given  quantity  of  gold  or  silver  in  the  one  country  is  convertible  at  the  market 
price  into  sucu  an  amount  of  the  currency  of  that  country,  as  will  purchase  a bill  of 
exchange  on  the  other  country  for  such  an  amount  of  the  currency  of  that  other 
country,  as  will  there  be  convertible  at  the  market  piice  into  an  equal  quantity  of  gold/ 
or  silver  of  the  same  fineness.  In  the  same  manner,  the  real  exchange  is  in  favor  of  a 
country  having  money  tran.sactions  with  another,  when  a given  quantity  of  gold  or 
silver  in  the  former  is  convertible  for  such  an  amount  in  the  currency  of  that  latter 
country,  as  will  there  be  convertible  into  a greater  quantity  of  gold  or  silver  of  the  same, 
fineness. 

Upon  these  principles,  your  Committee  desired  Mr.  Greffulhe  to  make  certain  calcu- 
lations, which  appear  in  his  answers  to  the  following  questions,  viz. : 

“ Supposing  you  had  a pound  weight  troy  of  gold  of  the  English  standard  at  Paris, 
and  that  you  wished  by  means  of  that  to  procure  a bill  of  exchange  upon  London,  what 
would  be  the  amount  of  the  bill  of  exchange  which  you  would  procure  in  the  present 
circumstances  ?— I find  that  a pound  of  gold  of  the  British  standard  at  the  present 
market  piice  of  105  francs,  and  the  exchange  at  20  livres,  would  purchase  a bill  of  ex- 
change of  59^.  8«. 

“ At  the  present  market  price  of  gold  in  London,  how^  much  standard  gold  can  you 
purchase  for  59^.  8«.?— At  the  price  of  4^.  12s.  I find  it  will  purchase  13  ounces  of  gold, 
with  a very  small  fraction. 

“ Then  what  is  the  difference  per  cent,  in  the  quantity  of  standard  gold  which  is 
equivalent  to  59f.  8s.  of  our  currency  as  at  Paris  and  in  London  ?— About  8>^  per  cent. 

“Suppose  you  have  a pound  weight  troy  of  our  standard  gold  at  Hamburgh,  and 
^ that  you  wished  to  part  with  it  for  a bill  of  exchange  up  m London,  what  would  be  the 
amount  of  the  bill  of  exchange,  which,  in  the  present  circumstances,  you  would  procure  ? 
—At  the  Hamburgh  price  of  101,  and  the  exchange  at  29,  the  amount  of  the  bill  pur- 
chased oil  Loudon  would  lie  58f.  4s. 

“ What  quantity  of  our  standard  gold,  at  the  present  price  of  Al.  12s.  do  you  purchase 
for  58^.  4s.  ? — .-Vbout  12  ounces  and  3 dwts. 

“ Then  what  is  the  difference  per  cent,  between  the  quantity  of  standard  gold  at 
Hamburgh  and  in  London,  which  is  equivalent  to58f.  4s.  sterling  ’—About  534  percent. 

“ Suppo.se  you  had  a pound  w’eighl  troy  of  our  standard  gold  at  Am4erdaro,  and 
w’ished  to  part  with  it  for  a bill  of  exchange  upon  London,  wdiat  would  be  the  amount 
,4erling  of  the  bill  of  exchange  which  you  would  procure  ?— At  the  Amsteulam  price 
of  1434,  exchange  31.6,  and  Bank  agio  1 percent.,  the  amount  of  the  bill  on  London 
w'ould  be  58i.  18s. 

“ At  the  present  price  of  Al.  12s.  what  quantity  of  our  standard  gold  do  you  purchase 
in  London  for  58i.  18s.  sterling  ? — 12  oz.  13  dwts. 

“ How  much  is  that  per  cent  ?— 7 per  cent.” 

Similar  calculations,  but  made  upon  different  assumed  data,  will  be  found  in  the  evi- 
dence of  Mr.  Abraham  Goldsmid.  Fn>m  these  answ’ers  of  Mr.  Greffulhe,  it  appears, 
that  when  the  computed  exchange  with  Hambur.rwas  29,  that  is,  from  16  to  17  percent.’ 
A below  par,  the  real  difference  of  exchange,  resulting  from  the  state  of  trade  and  balance 
of  paymen.s  was  no  more  than  53'2  per  cent,  against  this  country,  that  wht-n  the  com- 
imted exchange  with  Amsterdam  was  31  6,  that  is  about  15  per  cent,  below  par,  the  real 
exchange  was  no  more  than  7 per  cent,  against  this  country;  that  when  the  computed 
exchange  with  Paris  was  20,  that  is  20  per  cent,  below  par,  the  real  exchange  was  no 
more  than  8)^  per  cent,  against  this  country.  After  making  these  allowances,  there- 
fore, for  the  effect  of  the  balance  of  trade  and  payments  upon  our  exchanges  with 
tho.se  places,  there  will  still  remain  a fall  of  11  per  cent,  in  the  e.xchange  with  Ham- 
burgh, of  above  8 per  cent,  in  the  exchange  with  Holland,  and  113^  per  cent,  in  the 
exchange  with  Paris,  to  be  explained  in  some  other  manner. 

If  the  same  mode  of  calculation  be  applied  to  the  more  recent  statements  of  the  ex- 
change with  the  continent,  it  will  perhaps  appear  that,  though  the  computed  exchange 
is  at  pre.sent  against  this  country,  the  real  exchange  is  in  its  favor. 

From  the  foregoing  reasons  relative  to  the  state  of  the  exchanges,  if  they  are  con- 
sidered apart,  your  Committee  find  it  difficult  to  resist  an  inference,  that  apportion  at 
least  of  the  great  fall  which  the  exchanges  lately  suffered  mu.st  have  resulted  not  from 
j,.  the  slate  of  trade,  but  from  a change  in  the  relative  value  of  our  domestic  curreuev. 
Hut,  when  this  deduction  is  joined  with  that  which  your  Committee  have  stated  fe* 
specting  the  change  in  the  market  price  of  gold,  that  inference  appears  to  be  demon- 


HI. 

effect  of  bank  of  ENGLAND  QUASI  LEGAL  TENDER  ISSUES  ON 
GOLD  EXPORTS  AND  PAPER  DEPRECIATION, 

In  consequence  of  the  opinion  which  your  Committee  entertained,  that,  in  the  present 


firtiticial  condition  of  the  circulating  medium  of  this  country,  it  is  most  important  to 
'watch  the  for(‘ign  exchanges  and  the  market  price  of  gold,  your  Committee  were  desir- 
ous to  learn  whether  the  Directors  of  the  Bank  of  England  held  the  same  opinion,  and 
derived  from  it  a practical  rule  for  the  control  of  their  circulation  ; and  particularly 
whether,  in  the  course  of  tin*  last  year,  the  great  de]>ression  of  the  exchanges,  and  the 
great  rise  in  the  price  of  gold,  Inuf  suggested  to  the  Directors  any  suspicion  of  the  cur- 
rency of  the  count»’y  being  excessive. 


Practice  of  the  Bank. 


]\Ir.  Whitmore,  the  late  Governor  of  the  Bank,  stated  to  the  Committee,  that  in 
regulating  the  general  amount  of  the  loans  and  discounts,  he  did**  not  advert  to  the 
circumstance  of  t lie  exchanges  ; it  appearing  upon  a reference  to  the  amount  of  our 
notes  in  circulation,  and  the  course  of  exchange,  that  they  frequently  have  no  connec- 
tion.” He  afterward  said,  “ My  opinion  is,  I do  not  know  whether  it  is  that  of  the 
Bank,  that  the  amount  of  our  paper  circulation  has  no  reference  at  all  to  the  state  of 
the  exchange.”  And  on  a subsequent  day  ^Ir.  Whitmore  stated,  that  *‘the  present  un- 
favorable state  of  exchange  has  no  influence  upon  tlu^  amount  of  their  issues,  the  Bank 
liaving  acted  in  precisely  the  same  way  as  they  did  before.”  He  was  likewise  asked, 
whether,  in  regulating  the  amount  of  their  circulalitai,  the  Bank  ever  adverted  to  the 
difference  between  the  market  and  Mint  price  of  gold,  and  having  desired  to  have  time 
to  consider  that  question,  ^Ir.  Whitmore,  on  a subsequent  day,  answered  it  in  the 
following  terms,  which  suggested  these  further  questions  ; 

In  taking  into  consideration  the  amount  of  your  notes,  out  in  circulation,  and  in 
limiting  the  extent  of  vour  discounts  to  merchants,  do  you  advert  to  the  difference, 
when  such  exists,  between  the  market  and  the  ]\lint  price  of  gold  ?— We  do  advert  to 
that,  inasmuch  as  we  do  not  discount  at  any  time  for  those  persons  whoAve  know,  or 
have  irood  reason  to  suppose,  export  the  gold.” 

“ Do  you  not  advert  to  it  any  farther  than  by  refusing  discounts  to  such  persons  ?— 
We  do  advert  to  it,  inasmuch  as  whenever  any  Director  thinks  it  bears  upon  the  question 
of  our  discounts,  and  presses  to  bring  forward  the  discussion. 

“ The  market  price  of  gold  liaving,  in  the  course  of  the  last  year,  risen  as  high  as 
4^.  10s.  orU.  12s.,  has  that  circumstance  been  taken  into  consideration  by  you,  so  as  to 
have  had  any  effect  in  diminishing  or  enlarging  the  amount  of  the^^outstanding  de- 
mands ?— It‘has  not  been  taken  into  consideration  by  me  in  that  view.”  ^ 

Mr.  Pearse,  now  Governor  of  the  Bank,  agreed  with  Mr,  M hitmore  in  this  account 
of  the  practice  of  the  Bank,  and  expressed  his  full  concuiTence  in  the  same  opinion.  ^ 
Mr.  Pearse. — “In  considering  this  subject,  with  reference  to  the  manner  in  which 
Bank  notes  are  issued,  resulting" from  the  applications  made  for  discounts  to  supply  the 
neitessarv  Avant  of’B^nk  notes,  by  w'hich  their  issue  in  amount  is  so  contiolled  that  it 
can  never  amount  to  an  excess,  I cannot  see  how’  the  amount  of  Bank  notes  issued  can 
operate  up<m  the  price  of  Bullion,  or  the  state  of  the  exchanges,  and  therefore  I am  in- 
dividuallv  of  opinion  that  the  priceof  Bullion,  or  the  state  of  the  exchanges,  can  never 
be  a reason  for  lessening  the  amount  of  Bank  notes  to  be  issued,  always  understanding 

the  control  which  I ha\T‘  already  described. 

“ Is  the  Governor  of  the  Bank  of  the  same  opinion,  which  has  now  been  expressed 

by  the  Deputy  Governor  ? * t i • i • 

Mr.  Whitmore.—**  I am  so  much  of  the  same  opinion,  that  I never  think  it  neces- 
sary to  advert  to  the  price  of  gold,  or  the  state  of  the  exchange,  on  the  days  on  which 

we  make  our  advances.  . , 

“ Do  you  advert  to  these  two  circumstances  with  a view  to  regulate  the  general 

amount  of  your  advances  ?— I do  not  advert  to  it  with  a view  to  our  general  advances, 

conceiving  it  not  to  bear  upon  the  question.”  ^ 

And  Mr.  Harman,  another  Bank  Director,  expressed  his  opinion  in  these  terms—  i 
must  verv  materially  alter  my  opinions  before  I can  suppose  that  the  exchanges  will  he 
iniiuenced  l)v  any  moditication  of  our  paper  currency.”  i /.  i r. 

These  gentlemen,  as  well  as  several  of  the  merchants  who  appeared  before  the  tom- 
mittec,  placed  much  reliance  ui>on  an  argument  which  they  drew  from  the  want  of  cor- 
respondence in  point  of  time,  observable  hetween  the  amount  of  Bank  of  England  notes 
and  the  state  of  the  Hamburgh  exchange  during  several  years ; and  Mr.  Pearse  pre- 
sented a paper  on  this  subject,  which  is  inserted  in  the  Ap])cndix.  \our  CommitUT* 
would  feel  no  distrust  in  the  general  principles  wiiich  they  have  stated,  if  the  discord- 
ance had  been  greater ; consicicring  the  variety  of  circumstances  which  lia\e  a tem 
jiorary  elTi'Ct  on  exchange,  and  the  uncertainly  both  of  the  lime  and  the  degree  lu 
which  it  may  be  influenced  by  any  given  quantity  of  paper.  It  may  be  added,  W 
numerical  amount  of  notes  (supposing  11.  and  2^.  notes  to  be  excluded  from  the  state- 
ment) did  not  materially  vary  during  the  period  of  the  comparison  ; and  that  in  the  lasi 
vear  when  the  ceneral  exchanges  with  Europe  have  become  much  more  unfavoranie, 


Uie  notes  of  tlie  Bunk  of  Eiiffliind.  as  well  as  those  of  the  eountry  Banks,  have  been  very 

■ased.  Your  Committee,  however,  on  the  whole,  are  not  of  opinion 


considerably  inert* 
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that  a material  depression  of  the  exchanges  lias  been  manifestly  to  be  traced  in  its 
amount  and  degree  to  an  augmentation  of  notes  corresponding  in  point  of  time.  Tliey 
conceive,  that  the  more  minute  and  ordinary  fluctuations  of  exchange  are  generally  re- 
ferable to  the  course  of  our  commerce  ; that  poIiticaj_ey^ts,  operating  upon  the  state  of 
trade,  may  often'flarc  contributed  as  welb  to  tlie  nse  as  to  fall  of  llie  exchange  ; and 
in  particular,  that  the  first  remarkable  depression  of  it  in  the  beginning  of  1809,  is  to  be 
ascribed,  as  has  been  stated  in  the  evidence  already  quoted,  to  commercial  events  aris- 
ing out  of  the  occupation  of  the  North  of  Germany  by  the  troops  of  the  French  Em- 
pe%r.  The  evil  has  been  that  the  exchange,  when  fallen,  has  not  had  the  full  means 
of  recovery  under  the  subsisting  system.  And  if  those  occasional  depressions,  which 
arise  from  commercial  causes,  are  not  after  a time  successively  corrected  by  the  remedy 
which  used  to  apply  itself  before  the  suspension  of  the  cash  payments  of  the  Bank,  the 
* consequences  may  ultimately  be  exactly  similar  to  those  which  a sudden  and  extrava- 

gant issue  of  paper  would  produce.  The  restoration  of  the  exchange  used  to  be  effected 
by  the  clandestine  transmission  of  guineas,  which  improved  it  for  the  moment  by  serv- 
infir  as  a remittance  ; and  unquestionably  also  in  part,  probably  much  more  extensively, 
b^  the  reduction  of  the  total  quantity  of  the  remaining  circulating  medium,  to  which 
reduction  the  banks  were  led  to  contribute  by  the  caution  which  every  drain  of  gold 
naturally  excited.  Under  the  present  system,  the  former  of  these  remedies  must  be 
expected  more  and  more  to  fail,  the  guineas  in  circulation  being  even  now  apparently 
so  few  as  to  form  no  important  remittance  ; and  the  reduction  of  paper  seems  therefore 
the  chief,  if  not  the  sole  corrective,  to  be  resorted  to.  It  is  only  after  the  Bank  shall 
have  for  some  time  resumed  its  cash  payments,  that  both  can  again  operate,  as  they  did 
on  all  former  occasions  prior  to  the  restriction. 

The  Committee  cannot  refrain  from  expressing  it  to  be  their  opinion,  after  a very  de- 
liberate consideration  of  this  part  of  the  subject,  that  it  is  a great  practical  error  to  sup- 
pose that  the  exchanges  with  foreign  countries,  and  the  price  of  Bullion,  are  not  liable 
''  to  be  affected  by  the  amount  of  a paper  currency,  which  is  issued  without  the  condition 
of  payment  in  specie  at  the  will  of  the  holder.  That  the^chapges  w ill  be  lowered,  and  the 
price  of  Bullion  raised,  by  an  issue  of  such  paper  to  €^cess7  is  not  only  established  as  a 
prindpl^Xltelnost  eminent  authorities  upon  commerce  and  finance  ; but  its  practical 
trulh'Tias^feh  illustrated  by  the  history  of  almost  every  state  in  modern  times  which 
has  useJ"a  paper  currency  ; and  in  all  those  countries  this  principle  has  finally  been  re- 
sorted to  by  their  statesmen,  as  the  best  criterion  to  judge  by,  whether  such  currency 
was  or  was  not  excessive. 


Earlier  V^ariations  in  Exchange. 

In  the  instances  which  are  most  familiar  in  the  history  of  foreign  countries  the 
excess  of  paper  has  been  usually  accompanied  by  another  circumstance,  which  has  no 
place  in  our  situation  at  present,  a want  of  confidence  in  the  sufticiency  of  those  funds 
upon  which  the  paper  had  been  issued.  AVhere  these  two  circumstances,  excess  and 
want  of  confidence,  are  conjoined,  they  will  co-operate  and  produce  their  effect  much 
more  rapidly  then  when  it  is  the  result  of  the  excess  only  of  a paper  of  perfectly  goo<l 
credit ; and  in  both  cases  an  effect  of  the  same  sort  will  be  produced  upon  the  toreign 
exchanges,  andupion  the  price  of  bullion.  The  most  remarkable  examples  of  the  former 
kind  arc  to  be  found  in  the  history  of  the  paper  currencies  of  the  British  Colonies  in 
North  America  in  the  early  part  of  the  last  century,  and  in  that  of  the  assignats  of  the 
French  Republic ; to  which  the  Committee  has  been  enabled  to  add  another,  scarcely 
less  remarkable,  from  the  money  speculations  of  the  Austrian  Government  in  the  last 
campaign,  which  will  be  found  in  the  Appendix.  The  present  state  of  the  currency  of 
Portugal  affords,  also,  an  instance  of  the  same  kind. 

Examples  of  the  other  sort,  in  which  the  depreciation  w'as  produced  by  excess  alone 
may  be  gathered  from  the  experience  of  the  United  Kingdom  at  different  times. 

In  Scotland,  about  the  end  of  the  seven  years’  w'ar,  banking  was  earned  to  a very 
great  excess  ; and  by  a practice  of  inserting  in  their  promissory  notes  an  optional  clause 
of  paying  at  sight,  or  in  six  months  after  sight  with  interest,  the  convertibility  of  such 
notes  into  specie  at  the  will  of  the  holder  was  in  effect  suspended.  These  notes  accord- 
ingly  became  depreciated  in  comparison  wuth  specie  ; and  w'hile  this  abuse  lasted,  the 
exchange  between  London  and  Dumfries,  for  example,  w^as  sometimes  ^ four  per  cent 
against  Dumfries,  while  the  exchange  between  London  and  Carlisle,  which  is  not  thirty 
miles  distant  from  Dumfries,  was  at  par.  'Fhe  Edinglmrgh  banks,  wEeu  an\  of  their 
paper  was  brought  in  to  be  exchanged  for  bills  on  London,  w'ere  accustomed  to  extend 
or  contract  the  date  of  the  bills  they  gave,  according  to  the  state  of  the  exchange,  di- 
minishing in  this  manner  the  value  of  those  bills,  nearly  in  the  same  degree  in  which  the 
excessive  issue  had  caused  their  paper  to  be  depreciated.  This  excess  of^  paper  was  at 
last  removed  by  granting  bills  on  London  at  a fixed  date;  for  the  payment  of  which 
bills,  or  in  other  words,  for  the  payment  of  which  excess  of  paper,  it  was  necessary  m 
the  first  instance  to  provide  by  placing  large  pecuniary  fund.s  in  the  hands  of  their  I^on- 
don  correspondents.  In  aid  of  such  precautionary  measures  on  the  part  of  the  Lu*.i- 
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burgh  banks!,  -m  act  of  ParliamcMit  prohibited  the  optional  clauses,  and  suppressed  ten 
and  tive-shiliiug  notes.  Tne  exchange  !>etweeu  England  and  8cotIaud  was  speedily  re- 
stored to  its  natura  late;  and  bills  on  London  at  a fixed  date  having  ever  since  "been 
given  in  exchange  for  the  circulating  notes  of  Scotland,  all  material  excess  of  Scottish 
paper  above  Hank  of  England  has  been  prevented,  and  the  exchange  has  been  stalioi  ary. 

The  experience  of  the  Hank  of  England  itself,  within  a very  short  period  alter  its 
first  establishment,  furnishes  a very  instructive  illustration  of  all  the  foregoing  princi- 
ples and  reasonings.  In  this  instance,  the  elTecIs  of  a depreciation  of  the  coin,  by  wear 
and  clipping,  were  coupled  with  the  effect  of  an  excessive  issue  of  paper.  The  Directors 
of  the  Hank  of  England  did  not  at  once  aitain  a very  accurate  knowledge  of  al!  the 
princiides  iiy  which  such  an  institution  must  be  conducted.  They  lent  money  not  only 
by  discount,  but  upon  reiU  securities,  morigages,  and  even  pledges  of  commodities  not 
perishable;  at  the  same  liiue,  the  Hank  coniributed  most  materially  to  the  service  of 
goven  ment  for  the  support  of  the  army  upon  the  Continent.  By  the  liberality  of  these 
loans  to  piivaie  individuals,  as  well  as  by  the  large  advances  to  government,  the  quaii. 
lity  of  the  notes  of  the  H uik  became  excessive,  their  relative  value  was  depreciated,  and 
they  fell  to  a discount  of  17  per  cent.  At  this  time  there  appears  to  have  been  no  faii- 
lire  of  the  public  confideuce  iu  the  funds  of  the  Bank  ; for  its  slock  sold  for  110  per  cent., 
though  only  00  per  cent,  upon  the  subscn’ptions  i ad  been  paitl  in.  By  the  conjoint 
effect  of  this  depreciation  of  the  paper  of  the  Hank  from  excess,  and  of  the  depreciation 
of  the  silver  coin  from  wear  ami  clipping,  the  price  of  gold  bullion  was  so  much  raised, 
that  guiueas  were  as  high  as  30.^. ; all  that  had  remained  of  good  silver  gradually  disap- 
peared from  the  circulaiion  ; and  the  exchange  with  Holland,  which  had  been  before  a 
little  affected  by  the  remittances  for  the  army,  sunk  as  low  as  25  per  cent,  under  par, when 
the  Hank  notes  were  at  a discount  of  17  per  cent.  Several  expedients  were  tried’,  both 
by  Parliament  and  by  the  Hank,  to  force  a better  silver  coin  into  circulation,  and  to  re- 
duce the  price  of  gumeas,  hut  witliout  effect.  At  length  the  true  remedies  were  resorted 
to:  firsi.-'by  a new  coinage  of  silver,  which  restored  that  part  of  the  currency  to  its 
standanl  value,  though  The  scarcity  of  money  occasioned  by  calling  in  the  old  coin 
brought  the  Bank  iuto  straits,  and  even  fora  time  affected  its  credit;  secondly,  by 
taking  out  of  the  circulation  Uie  excess  of  Bank  notes.  This  last  operation  appeaVs  to 
have  betm  effected  very  judiciously.  Parliament  consented  to  enlarge  the  capital  slock 
of  the  Bank,  but  annexed  a condition,  directing  that  a certain  proportion  of  the  new 
subscriptions  shouUl  be  made  good  in  Bank  notes.  In  ]>roportion  to  the  amount  of  notes 
sunk  in  this  manner,  the  value  of  those  which  remained  in  circulation  began  presently 
to  rise  ; in  a siiort  lime  the  notes  were  at  par,  and  the  foreign  exchanges  nearly  so. 
These  details  are  all  very  fully  mentioned  in  authentic  tracts  publisheil  at  the  time,  and 
the  case  apjiears  to  your  Committee  to  afford  much  instruction  upon  the  subject  of  their 
present  inquiry. 

Your  committee  must  next  refer  to  the  confirmation  and  sanction  which  all  their 
reasonings  receive  from  the  labours  of  the  Committee  of  this  House,  which  was  ap- 
pointed iu  a former  Parliament  to  examine  into  the  causes  of  the  great  depreciation  of 
the  Irish  e.xchange  with  England  in  US04.  Most  of  the  mercantile  persons  who  gave 
evidence  before  that  Committee,  including  two  Directors  of  the  Bank  of  Ireland,  were 
unwilling  to  admit  that  the  fall  ol  the  exchange  was  in  any  degree  to  he  ascribed  to  an 
excess  of  the  paper  currency  arising  out  of  lh<"  restriction  cf  1797  ; the  whole  fall  in  that 
case,  as  in  the  pro.sent.  \vas  relVrrcd  to  an  unfavorable  balance  of  trade  or  of  payineiils  ; 
and  it  was  also  then  afiinned,  that  ‘ notes  issued  only  in  proportion  to  the  dtinami  in 


mami,  in 

exchange  for  gi>od  and  cmiverlible  secuiiti'*s,  payable  at  sp-  citic  periods,  could  not  tend 
to  any  exceas  in  the  ciiciilation,  or  to  any  di  preciatiou.”  This  docirine,  though  more  or 
lees  (jualirted  by  some  of  the  witnesses,  pervades  most  of  the  evidence  given  before  that 
Committee,  with  the  remarkable  excefition  of  Mr.  Mansfield,  whose  knowledge  of  the 
effects  of  that  over  issue  of  Scotch  paper,  which  has  just  been  mentioned,  led  him  to 
deliver  a more  just  opinion  on  the  subject.  Many  of  tlie  witnesses  before  the  Committee, 
however  unwilling  to  acknowledge  the  real  nature  of  the  evil  made  important  conces- 
sions, which  necessarily  involved  them  in  inconsistency.  They  coi.ld  not,  as  practical 
men,  controvert  the  truth  of  the  general  position,  that  “ the  fluctuations  of  exchange  be- 
tween two  countries  are  generally  limited  by  the  price  at  which  any  given  quantity  of 
bullion  can  be  purchased  in  tlie  circulating  medium  of  the  debtor  country  and  con- 
verted into  the  circulating  medium  of  the  creditor  country,  together  with  the  insurances 
and  charges  of  transporting  it  from  one  to  the  other.’'  It  was  at  the  same  lime  admin*  d, 
that  llie  ex|)ense  of  trans|)orling  gold  from  England  to  Ireland,  including  insurance. was 
then  under  one  per  cent. ; that  before  the  restriction,  the  fluctuations  Inid  never  long 
and  much  exceeded  this  limit ; and,  moreover,  at  the  exchange  with  Belfast,  where 
guineas  freely  circulated  at  the  time  of  the  investigation  by  that  Committee,  was  then 
II4  ill  favor  of  Ireland,  while  the  exchange  with  Dublin,  where  only  paper  was  in  use, 
WHS  10/  per  cent,  against  that  country.  It  also  appeared  from  such  imperfect  do<-u- 
rnents  as  it  was  ^practicable  to  furnish,  that  the  balance  of  trade  was  then  favorable  to 
Ireland.  Sti  1,  however,  it  was  contended,  that  there  w^as  no  depreciation  of  Irish  paper, 
that  there  was  a scarcity  and  consequent  high  price  of  gold,  and  that  the  diminuiion  of 
Irish  paper  would  not  rectify  the  exchange.  The  depreciation  of  Bank  paper  iu  Ire- 
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land  ” (it  was  said  by  one  of  the  witnesses,  a Director  of  the  Bank  of  Ireland)  “ is  entirely 
a relative  term  with  respect  to  the  man  who  buys  and  sells  iu  Dublin  by  ihat  common 
medium  : to  him  it  is  not  depreciated  at  all  ; but  to  the  purchaser  of  a bill  on  London, 
to  him  in  that  relation,  and  under  that  circumstance,  there  is  a depreciati  m of  ten  per 
cent.”  By  thus  avoiding  all  comparison  with  a view  to  the  point  in  issue  between  the 
value  of  their  ow'ii  paper  and  that  of  either  the  then  circulating  medium  of  this  country 
or  of  gold  Imllion,  or  even  of  gold  coin  then  passing  at  a premium  in  other  parts  of  Ire- 
land, thc}’^  appear  to  have  retained  a confident  opinion,  that  no  depreciation  of  Irish 
paper  had  taken  place. 

It  is  further  observable,  that  the  value  of  a considerable  quantity  of  dollars  put  into 
circulation  by  the  Bank  of  Ireland  at  this  period  was  raised  to  5.*f.  a dollar,  for  tlie  ])ro- 
fessed  purpose  of  rendering  the  new  silver  coin  conformable  to  the  existing  state  of  the 
exchange,  a circumstance  on  w'hich  the  Committee  animadverted  iu  th**ir  R -piirt,  and 
which  serves  to  show  that  the  Irish  paper  currency  could  not  stand  a comparison  with 
the  standard  price  of  silver,  any  more  than  w’ith  that  of  gold  bullion,  with  gold  in  coin, 
or  with  the  then  paper  currency  of  this  kingdom. 

A fact  was  mentioned  to  that  Committe  on  the  evidence  of  ^Ir.  Colville,  a Director 
of  the  Bank  of  Ireland,  wdiich,  though  it  carried  no  conviction  to  his  mind  of  the  tend- 
ency of  a limitation  of  paper  to  lower  exchanges,  seems  very  decisive  on  this  p*»int.  He 
stated  that  in  1753  and  1754,  the  Dublin  exchange  being  remarkably  unfavorable,  and 
the  notes  of  the  Dublin  Bank  being  suddenly  withdrawn,  theexchange  became  singularly 
favorable.  The  mercantile  distress  produced  on  that  occasion  wjls  gn  at,  through  the 
suddenness  of  the  operation,  for  it  was  effected,  not  by  the  gradual  and  prudential 
measures  of  the  several  Banks,  but  through  the  violent  pressure  which  their  unguarded 
issues  had  brought  upon  them.  The  general  result,  however,  is  not  the  less  observable. 

With  a view  to  the  further  elucidation  of  the  subject  of  the  Irish  exchanges,  which 
so  lately  attracted  the  attention  of  Parliament,  it  may  be  proper  to  remark  that  Ireland 
has  no  dealings  in  exchange  with  foreign  countries,  except  through  Lomion.  and  that 
the  payments  from  Ireland  to  the  (Continent  are  consequently  converted  into  English 
currency,  and  then  into  the  currency  of  the  countries  to  which  Ireland  is  indebteil. 
In  the  spring  of  1804  the  Exchange  of  England  with  the  Continent  was  above  par,  and 
the  Exchange  of  Ireland  was  in  such  a state  that  118/.  IOm.  of  the  notes  of  the  Bank  of 
Ireland  would  purchase  only  100/.  of  those  of  the  Bank  of  England.  Therefore,  if  the 
notes  of  the  Bank  of  Ireland  were  not  depreciated,  and  it  was  so  maintained,  ii  followed 
that  the  notes  of  the  Bank  of  England  were  at  more  than  10  per  cent  premium  above 
the  standard  coin  of  the  two  countries. 

The  principles  laid  down  by  the  Committee  of  1804,  had  probably  some  weight  with 
the  Directors  of  the  Bank  of  Ireland;  for  between  the  period  of  their  U(*p*>rt  (June, 
1804  and  Januar}’,  1800,  the  circulaiion  of  the  notes  of  the  Bank  of  Irelami  was  uradu- 
ally  (though  with  small  occasional  fluctualions)  reduced  from  about  tliree  millions  to 
2,410.000/.,  Ix^inga  diminution  of  near!}^  one-fifth ; at  the  same  time,  ail  the  currency 
which  had  been  issued  under  the  name  of  silver  tokens,  was  by  law  snp|>ressed.  The 
paper  currency,  both  of  the  Bank  of  Euglaml  and  of  the  English  country  Banks,  seems 
during  the  same  period  to  have  gradually  increased.  The  combination  of  ihe^ie  two 
causes  is  likely  to  have  had  a material  effect  iu  restoring  to  par  the  Irish  exchange  with 
England. 

The  Bank  of  Ireland  has  again  gradually  enlarged  its  issues  to  abmit  3,100,000/., 
being  somewhat  higher  than  they  stood  in  1804,  an  increase  probably  not  dispropor- 
tionate to  that  which  has  occurred  in  England  within  Hie  same  period.  Perhap.'^,  how- 
ever, it  oiiglit  not  to  be  assumed,  that  the  diminuiion  of  issues  of  the  Bank  of  Ireland 
between  1804  and  1806,  would  produce  a corresponding  reduction  in  the  issues  of  private 
Banks  in  Ireland,  exactly  in  tlie  same  manner  in  whicli  a diminution  of  Bank  of  England 
paper  produces  that  effect  on  the  country  banks  in  Great  Britain;  because  the  BaTik  of 
Ireland  does  not  possess  the  same  exclusive  power  of  supplying  any  part  of  that  country 
with  a paper  currency,  which  the  Bank  of  England  enjoys  m respect  to  the  metropolis 
of  the  empire.  The  Bank  of  England,  by  restricting  the  quantity  of  ibis  necessary 
article  in  that  important  quarter,  can  more  effectually  secure  the  improvement  of  its 
value;  and  every  such  improvement  must  necessrrily  lead,  by  a corresponding  diminu- 
tion in  amount,  to  a similar  augmentation  of  the  value  of  country  Bank  jiaper  exchange- 
able for  it.  That  the  same  diminuiion  of  the  circulation  of  private  Banks  took  plactMii 
Ireland  is  more  than  probable,  for  the  private  Banks  in  Ireland  are  accaisiomed  to  give 
Bank  of  Ireland  jiaper  for  their  own  circulating  notes  when  required  to  do  so,  and 
therefore  could  not  hut  feel  the  effect  of  any  new  limitation  of  that  paper  for  which  their 
own  Was  excliangeable. 

It  is  due,  however,  in  justice  to  the  present  Directors  of  the  Bank  of  England,  to 
remind  the  House  that  the  suspension  of  their  cash  payments,  though  it  appears  in  some 
degree  to  have  originated  in  a mistaken  view  taken  by  the  Bank  of  ihe  peculiar  diflicul- 
ties  of  that  time  was  not  a measure  sought  for  by  the  Bank,  but  imposed  upon  it  by  ibe 
Legislature  for  what  were  held  to  be  urgent  reasons  of  state  policy  and  public  expedi- 
ency. And  it  ought  not  to  be  urged  as  matter  of  charge  against  the  Directors,  if  in  this 
novel  situation  iu  which  their  commercial  company  was  placed  by  the  law,  and  entrusted 
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■wit  1 the  regulation  and  control  of  the  whole  circulating  medium  of  the  country,  they 
we  e not  fully  aware  of  the  principles  by  which  so  delicate  a trust  should  be  executed, 
but  continued  to  conduct  their  business  of  discounts  and  advances  according  to  their 
for  ner  routine. 


Convertibility  the  Best  Regclatok. 

It  is  important  at  the  same  time,  to  observe,  that  under  the  former  system,  when  the 
Ba  ik  was  bound  to  answer  its  notes  in  specie  upon  demand,  the  stale  of  the  foreign 
ex(  hanges  and  the  price  of  gold  did  most  materially  influence  its  conduct  in  the  issue  of 
the  se  notes,  though  it  was  not  the  practice  of  the  Directors  systematically  to  watch  either 
the  one  or  the  other,  ^o  long  as  gold  was  demandable  for  their  paper,  they  were  speed- 
ily apprised  of  a depression  of  the  exchange,  and  a rise  in  the  price  of  gold,  by  a run 
up'  in  them  for  that  articleS  If  at  any  time  they  incautiously  exceeded  the  proper  limit 
of  heir  advances  and  issues,  the  paper  was  quickly  brought  back  to  them,  by  those  who 
we  e tempted  to  piofit  by  the  market  price  of  gold  or  by  the  rate  of  exchange.  In  this 
ma  mer  the  evil  soon  cured  itself.  The  Directors  of  the  Bank  having  their  apprehen- 
sio  IS  excited  by  the  reduction  of  their  stock  of  gold,  and  being  able  to  replace  their  loss 
onl  f by  reiterated  purchases  of  bullion  at  a very  losing  price,  naturally  contracted  their 
issi  es  of  paper,  and  thus  gave  to  the  remaining  paper,  as  well  as  to  the  coin  for  which 
it  I 'as  interchangeable,  aii  increased  value,  while  the  clandestine  exportation  either  of 
the  coin,  or  the  gold  produced  from  it,  combined  in  improving  the  state  of  the  exchange 
anc  in  producing  a corresponding  diminution  of  the  difference  between  the  market 
pri  ;e  and  Mint  price  of  gold,  or  of  paper  convertible  into  gold. 

Your  Committee  do  not  mean  to  representthatthemaniier  in  which  this  effect  resulted 
fro  n which  they  have  described,  was  distinctly  perceived  by  the  Bank  Directors^. The  fact 
of  1 he  conduct  limiting  their  paper  as  often  as  they  experienced  any  great  drain  of  gold,  is. 
however,  unquestionable.''  Mr.  Bosanquet  stated,  in  his  evidence  before  the  secret  Corn- 
mi  tee  of  the  House  of  Lords,  in  the  year  1797,  that  in  178ii,  when  the  Bank  experienced 
a d rain  of  cash,  which  alarmed  them,  the  Directors  took  a bold  step  and  refused  to  make 
tlu  advances  on  the  loan  of  that  year.  This,  he  said,  answered  the  purpose  of  making 
a t jmporary  suspension  in  the  amount  of  the  drain  of  their  specie.  And  all  the  three 
Dii  ectors  who  have  been  examined  before  your  C<YHmittee,  represent  some  restriction 
of  he  Bank  issues  as  having  usually  taken  place^t  thoscj  periods  antecedent  to  this 
sus  pension  of  the  cash  payments  of  the  Bank  when  they  experienced  any  material  run. 
A 'ery  urgent  demand  for  guineas,  iiiough  arising  not  from  the  high  price  of  gold  and 
th(  state  of  the  exchange,  but  from  a fear  of  invassion,  occurred  in  1793,  and  also  in 
171  7,  and  in  each  of  these  periods  the  Bank  restrained  their  discounts,  and  consequently 
als  ) the  amount  of  their  notes,  very  much  below  the  demands  of  their  merchants.  Your 
Co  nmiltee  question  the  policy  of  thus  limiting  the  accommodation  m a period  of  alarm, 
un  iccompanied  with  an  unfavorable  exchange  and  higli  price  of  bullion;  but  they  con- 
sicl  er  the  conduct  of  the  Bank  at  the  two  last  mentioned  pi  riods,  as  affording  illustration 
of  :heir  general  disposition,  antecedently  to  1797,  to  contract  their  loans  and  their  paper, 
wl  en  they  found  their  gold  to  be  taken  from  them. 

It  was  a necessary  consequence  of  the  suspension  of  cash  payments,  to  exempt  the 
Ba  ik  from  that  drain  of  gold,  which,  in  former  times,  was  sure  to  result  from  an  un- 
fa’ orable  exchange  and  a high  price  of  bullion.  And  the  Directors,  released  from  all 
fei  rs  of  such  a drain,  and  no  longer  feeling  any  inconvenience  from  such  a state  of 
things,  have  not  been  prompted  to  restore  the  exchange  and  the  price  of  gold  to  their 
proper  level  by  a reduction  of  their  advances  and  issues.  The  Directors,  in  former 
tines,  did  not  perhaps  perceive  and  acknowledge  the  principle  more  distinctly  than 
th  tse  of  the  present  day,  but  they  felt  the  inconvenience,  and  obeyed  its  impulse;  which 
pr,ctically  established  a check  and  limitation  to  the  issue  of  paper.  In  the  present 
times  the  inconvenience  is  not  felt;  and  the  check,  accordingly,  is  no  longer  in  force. 

^ But  your  Committee  beg  leave  to  report  it  to  the  House  as  their  most  clear  opinion, 
thit  so  long  as  the  suspension  of  cash  payments  is  permitted  to  subsist,  the  price  of 
gpiLbullion  and  the  general  course  of  exchange -with  foreign  countries,, Iglmnlfcir  any 
m isideTable  period  of  time,  form  the  best  general  criterion  from  whlch  auy  iuitreueexam 
Tie  drawn,  as  to  the  sutticiency  or  excess  of  paper  currency  in  circulation;  and  that  the 
Bii  nk  of  England  cannot  safely  regulate  the  amount  of  its  issues,  without  having  refer- 
en  :e  to  the  criterion  presented  by  these  two  circumstances.  And  upon  a review  of  all 
Ih' ' facts  and  reasonings  which  have  already  lieen  stated,  your  Committee  are  further 
of  opinion,  tliat,  although  the  commercial  state  of  this  country,  and  the  political  state 
of  the  continent,  may  liave  had  some  influence  on  the  high  price  of  gold  bullion  and  the 
unfavorable  course  of  e.xchange  rvith  foreign  cmintries,  this  price,  and  this  depreciation, 
ar;  also  to  be  ascrilxsl  to  the  want  of  a jiermaueut  check,  and  a sullicieut  limitation  of 
th' ; paper  currency  in  this  country. 
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Character  of  Discounts  Insufficient  to  Guard  against  Depreciation. 

In  connection  with  the  general  subject  of  this  part  of  their  report,  the  policy  of  the 
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consideration,  vour  Committee  a doetjine,  of  the  truth 

examined,  showed  a to  be  mos\  thoroughly  convinced^hat  there  can  be 

of  which  they  professed  then  , Fno-land  naper  so  long  as  tlu^ivances  in  which 

nouflssihlexixcessintheissueof  Bank  of  EngUn^  conduct  of  the 

it  is  issued  are  made  upon  the  , mercantile  bills  are  confined  to  paper  of  un- 

Directors,  that  is,  oolong  as  at  short  and 

doubted  soPdi^’ discmiuts^hould  be  made  only  upon  bills  growing  out  of  real 
flxed  periods. 7 TliJit the  , • ..«ved  and  short  period,  are  sound  and  well- 

commercial  transactions,  tuid  falhug  d e Bank  is  restrained  from  paying  in  specie, 

established  princi,fies.  ^ o their  U>er  S^^^  fix'ed  l./such  rules 

there  need  be  no  other  limit  ^ . f navments  the  discount  of  good  bills 

of  discount,  and  that  during  the  s j excess'in  the  amount  of  bank  paper  m 

SIStioD  apt^s'STot  Smm  to  1»  a^loctnoe  wholly  errooeous  li.  principle 

'arplegniot  « upon  this  theory  as 

But  before  your  Conmiittee  ^^  the  evidence,  to  what 

it  appears  to  them  to  deserve,  lhe>  individuals  who  have  been  at  the  head  of  the 

extent  ‘ 1’“^"  Tbe  SonVheTl  hy  those  individuals  are  likely  to  have  an  iny 

affairs  of  the  Ban  . your  Committee,  moreover,  the  best  evi- 

SSe°ofS.ts 

capacity.  rovernor  of  the  Bank,  expressly  states,  ‘*The  Bank  never 

Mr.  Whitmore,  the  late  ^ remain  a note  in  circulation  more  than 

force  a note  m circulation,  require  • for  no  banker.  1 presume,  will  keep  a 

the  immediate  wants  of  P i Jj^^ediate  payments  require,  as  he  can  at 

hrger  Slock  ot  h».k  "'>!,«»  ^ parliculn'rly  csplnineil  by 

all  tunes  procure  them  note^s  would  revert  to  us  if  there  was  a re- 

duudancy  in  ^A^hUmore  further  states.  “The  criterion  by  which  I judp 

■w'aiit  to  make  use  o • ^ ■ „,.v,nfi.jned  between  the  occasions  of  the  public,  and  the 

of  the  exact  proportion  to  . possible  to  discount  what  docs  not  appear 

issues  of  the  Bank,  is  ™ ^ AN'bat  measure  the  court 

to  be  legitimate  1 quantity  of  bank  notes  out  in  circulation  is  at 

of  Directors  that  their  measure  of  the  sgiiiitUy  or  abund- 

finLoV'^hauk  notes  i^  certainly  by  the  greater  or  less  application  that 

for  the  discount  of  good  paper.  Governor  of  the  Bank,  stated  very  dis- 

Mr.  Bearse,  late  Whiuiimrupon  this  particular  point.  He 

tinctly  his  concurrence  are  issued^resulling  from  the  applications 

referred  “to  the  manner  in  which  f ^vhich  thdr  issue  in 

made  for  discounts  to  supply  the  nec^^^^^^^^  .. 

V as  beiii"  controlled  bv  the  occasions  of  the 

amount  of  the  bank  notes  m ‘ ..  the  manner  in  ■svhich  the  issue  of  hank 

K"publi'c  will  never  c.11  lor  ..rore  thnn  is  absolutely  neeessary  lor 
total  of  discounts  applied  for,  even  ^s  to  produce  some  excess  in 

the  security  of  good  bins  to  ^ j)®  .-i  Uiink  if  we 

the  quantity  of  the  Bank  J*  ^ jg  real  bona-fide  transactions,  we 

discount  only  for  i\p  oftA-  state*  that  what  be  should  consider  as  the 

cannot  material  y err.  ® plentiful  in  the  market.” 

test  of  a superabundance  woidbe^^^^^m^^^^^^  Pearse  slate  that  “the 

It  is  material  demand  upon  them  for  discounts,  and  that  they 

“rlfatlrutXKA  vlewl'S  rireir  oivn  ,rroli.,‘,o  push  Ihdr  issues  boyoud  wb„  rhey 

SirelvlJence  ot  those  Beirtlenrcn  upon  this  point.  1. 

contained  in  the  security  would  exist  against  any  excess  in  the 

■ ‘‘^®i\rpnaTTth^ramof^  reduced  from  5i.  t.f  4?.  per  cent.?;_ 

-•  The  sicr'rrty  of  nn  excess  ot  issue  would  he,  i conceive,  precisely  the  same. 

Mr.  Pearse.—“  I concvirm  that  answer  Whitmore—"!  conceive  there  -would 

he  n^'ySn^cTlrrV^rcS^^^^^ 

circulation.”  :^Ir.  Slliu"  the  attention  of  the  House  to  the  view 

whSlteSre  Whieb  have  resulted  from  the  pcvrultar 
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situat  ion  in  ■which  the  Bank  of  England  was  placed  by  the  suspension  of  cash  payments, 
-^o  long  as  the  paper  of  the  Bank  was  convertible  into  specie  at  the  will  of  the  holder  it 
was  e lOugh, -both  for  the  safety  of  the  Bank  and  for  the  public  interest  in  what  re- 
garde  I its  circulating  medium,  that  tlie  Directors  attended  only  to  the  character  and 
qualby  of  the  bills  discounted,  as  real  ones  and  payable  at  fixed  and  short  periods 
. They  could  not  much  exceed  the  proper  bounds  in  respect  of  the  quantity  and  amount 
V of  bil  s discounted,  so  as  thereby  to  produce  an  excess  of  their  paper  in  circulation, 
' WLthc  ut  quickly  fin  dm  the  , surplus  returned  upon  themselves  in  demand  for 

speeij . Tlie  private  interest  of  the  Bank'to  guard  themselves  against  a cohtiinied  de- 
mand of  that  nature,  was  a sufficient  protection  for  the  public  against  any  such  excess 
of  Ba  ik  paper  as  would  occasion  a material  fall  in  the  relative  value  of  the  circulating 
medii  ,m.  Tlte  restriction  of  cash  payments,  as  has  already  been  showm,  having  ren- 
dered the  same  preventive  policy  no  lunger  necessary  to  the  Bank,  has  removed  iliat 
check  upon  its  issues  which  w'as  the  public  security  against  an  excess.  When  the  Bank 
Direc  ors  were  no  longer  exposed  to  the  inconvenience  of  a drain  upon  them  for  gold, 
they  lalurally  felt  that  they  had  no  such  inconvenience  to  guard  against  by  a more  re- 
strain ^d  system  of  discounts  and  advances;  and  it  was  very  natural  tor  them  to  pursue, 
as  bet  ore  (but  ■without  that  sort  of  guard  and  limitation  which  wasnowbecomeun- 
necesj  ary  to  their  own  security),  the  same  liberal  and  prudent  system  of  commercial 
advarces  from  which  the  prosperity  of  their  own  establishment  had  resulted,  as^well 
as  in  1.  great  degree  the  commercial  prosperity  of  the  whole  country.  It  was  natural 
for  tli3  Bank  Directors  to  believe,  that  nothing  but  benefit  could  accrue  to  the  public 
at  laq  ;e,  while  they  saw  the  growth  of  Bank  profits  go  hand  in  hand  with  the  accom- 
moda  ions  grauteil  to  the  merchants.  ^It  was  hardly  to  be  expected  of  the  Directors  of 
the  B.  nk,  that  they  should  be  ftilly  aware  of  the  consequences  that  might  result  from 
their  uirsuing.  after  the  suspension  of  cash  payments,  the  same  system  which  they  had 
found  a safe  one  before.  To  watch  the  operation  of  so  new  a law,  and  to  provide 
again;  t the  injury  which  might  result  from  it  to  the  public  interests,  was  the  province, 
not  sc  much  of  the  Bank  as  of  the  Legislature,  and,  in  the  oj union  of  your  Committee’ 
there  s room  to  regret  that  this  House  has  not  taken  earlier  notice  of  all  the  consequen- 
ces of  that  law. 


B3  far  the  most  important  of  these  consequences  is,  that  while  the  convertibility  into 
specie  no  longer  exists  as  a check  to  an  overissue  of  paper,  tlu^  Bank  Directors  have  not 
perceived  that  the  removal  of  that  check  rendered  it  possible  that  such  an  excess  might 
be  iss  led  by  the  discount  of  perfectly  good  bills.  So  far  from  perceiving  this,  your 
Comn  itlee  have  shown  that  they  maintain  the  contrary  doctrine  with  the  utmost  con- 
fidence, however  it  may  be  qualified  occasionally  by  some  of  their  expressions.  That 
this  d ictrine  is  a very  fallacious  one,  3’^our  Committee  cannot  entertain  a doubt.  The 
I fallac/  upon  which  It  is  founded,  lies  in  not  distinguishing  lietween  an  advancn^l 
J capita  HomierchHuts.  and  an  addition  of  supply  of  currency  to  the  general  mass 
V culati  ig  medium.  If  the  advance  of  capital  only  is  considered,  as  made  to  those  who 
Vre  re  idy  to  employ  it  in  judicious  and  productive  undertakings,  it  is  evident  there  need 
be  no  Dther  limit  to  the  total  amount  of  advances  than  what  the  means  of  the  lender, 
and  h 3 prudence  in  the  selection  of  borrowers,  may  impose.  But  in  the  present  situa- 
tion o ‘ the  Bank,  intrusted  as  it  is  with  the  function  of  suppl3'ing  the  public  with  that 
paper  currency  which  forms  the  basis  of  our  circulation j-aiul  at  the  same  time  not  sub- 

ijected  to  the  liability  of  converting  the  paper  into  specie,  iwery  advance  which  it  makes 
of  ca)  iUj  to  the  merchants  in  the  shape  of  discount^  becomes  an  addition  ako—tnJLhe 
nutsaj  ili^culating  medhim.\  In  the  first  instance,  when  the  advance  is  made  by  notes 
paid  i i discount  of  a bill,  it  is  uudoubledl}'  so  much  capital,  so  mucli  power  of  making 
parch  ises,  placed  in  the  hands  of  the  merchant  who  receives  the  notes;  and  if  those 
hands  are  safe,  the  operation  is  so  far,  and  in  this  its  first  step,  useful  and  productive  to 
the  pi  blic.  But  as  soon  as  the  portion  of  circulating  medium  in  which  the  advance 
was  ll  us  made  performs  in  the  hands  of  him  to  whom  it  was  advanced  this  its  first 
operai  ion  as  capital,  as  soon  as  the  notes  are  exchanged  by  him  for  some  other  article 
whicl  is  capital,  they  fall  into  the  channel  of  circulation  as  so  much  circulating  medium, 
and  f(  rm  an  addition  to  the  mass  of  currenc3'.  The  necessary  effect  of  ever3^  such  ad- 
dition to  the  mass  is  to  diminish  the  relative  value  of  any  given  portion  of  that  mass  in 
excha  ige  for  commodities.  If  the  addition  were  made  by  notes  convertible  into  specie, 
this  d minution  of  the  relative  vaTIie  of  any.  ^iven  purtiou  pf  the  whole  mass  would 
speedily  bring  back  upon  the  Bank  which  issued  the  notes  as  much’  as  was  exi:£smye. 
But  if  b}'  law  they  are  not  so  convertible,  of  course  ibis  excess  will  not  be  brought  back, 
but  w 11  remain  in  the  channels  of  circulation,  until  paid  in  again  to  the  Bank  itself  in 
discln  rge  of  the  bills  which  were  originally  discounted.  1 During  the  whole  time  they 
''remain  out,  the3"  perform  all  the  functions  of  circuIfJting  medium;  and  before  they 
come  o be  paid  in  discharge  of  those  bills,  they  have  already  been  followed  by  a new 
issue  < f notes  in  a similar  operation  of  discounling.  Each  successive  advance  repeats 
the  su  ne  process.  If  the  whole  sum  of  discounts  continues  outstanding  at  a given 
amoui  t,  there  will  remain  permanently  out  in  circulation  a corresponding  amount  of 
paper  and  if  the  amount  of  discounts  is  progressively  increasing,  the  amount  of  paper, 
which  remains  out  in  circulation  over  and  above  what  is  otherwise  wanted  for  the  oc- 
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r-ifiions  of  the  public,  will  progressively  increase  also,  and  the  money  prices  of  commo- 
iilies  will  progressively  rise.  This  progress  may  be  as  indetinite  as  the  range  of  specu- 

u.tinn  and  adventure  in  a great  commercial  country. 

Tt  is  necessary  to  observe,  that  the  law,  which  in  this  country  limits  the  rate  of  in- 
ferest  and  of  course,  the  rate  at  which  the  Bank  can  legally  discount,  e.xposes  the 
ttank’to  still  more  e.xlensive  demands  for  commercial  discounts.  \\  bile  the  rale  ot 
romnierciaLprofita  is  very  considerably  higher  than  five  per  cent.,  as  itTias  lately  heen 
in  in nnv  branches  of  our  foreign  trade,  there  is  in  fact  no  limit  to  the  demands  which 
iner^hmits  of  perfeetjy  good  capital,  and  of  the  most  prudent  spirit  ot  enterpri^,  may 
hd  temFtecr  to  iiiake  upon  the  Bank  for  accomraodatiou  and  facilities  by  discount  ^ or 
can  aiiyafgunient  or  illustration  place  in  a more  striking  point  of  view  the  extent  to 
uliicli  such  of  the  Bank  Directors  as  were  examined  before  the  Committee, 
seem  to  have  in  theory  embraced  that  doctrine,  upon  which  your  Committee  have 
made  these  observations,  as  well  as  the  practical  consequences  to  which  that  doctrine 
mav  lead  in  periods  of  a high  spirit  of  commercial  adventure  than  the  opinion  which 
Mr^ Whitmore  and  Mr.  Pearse  that  the  same  comp  ete  security  to  the 

niihlic  against  any  excess  in  the  issues  of  the  Bank  would  exist  if  the  rate  of  discount 
were  reduced  from  live  to  four,  or  even  to  three  per  cent,  hrom  the  evidence,  how- 
ever of  the  late  Governor  and  Deputy  Governor  of  the  Bank,  it  appears,  tiiat  thong  » 
they  state  the  principle  broadly,  that  there  cai  be  no  excess  of  their  circulation 
according  to  their  rules  of  discount,  yet  they  disclaim  the  idea  of  acting  up  to  it  in  its 
whole  extent  ; though  they  stated  the  applications  for  the  discount  of  legitimate  bills 
to  be  their  sole  criterion  of  abundance  or  scarr.ity,  they  gave  your  Comniitlee  to  'mdei- 
derstand  that  they  do  not  discount  to  the  full  extent  of  such  applications.  In  othe.i 
words  the  Directors  do  not  act  up  to  the  principle  which  they  represent  as  one  per- 
fectlv  sound  and  safe,  and  must  be  considered,  therefore,  as  possessing  no  distinct  and 
certam  rule  to  guide  their  discretion  in  controlling  the  amount  of  their  circulatioin 

The  suspension  of  cash  payments  has  had  the  effect  of  committing  into  the  hands 
of  the  Directors  of  the  Bank  of  England,  to  be  exercised  by  their  sole  discretion  the 
imoorlaul  charge  of  supplying  the  country  with  that  quantity  of  circulating  medium 
which  is  exactly  proportioned  to  the  wants  and  occasions  of  the  public.  In  the  .ludg- 
mentofthis  Committee,  that  is  a lrii.st  which  it  is  unreasonable  to  expect  that  he 
Directors  of  the  Bank  of  England  should  ever  be  able  to  dischai-ge.  I he  most  detailed 
knowledo'e  of  the  actual  trade  of  the  country,  combined  with  the  profound  science  in 
all  the  principles  of  money  and  circulation,  would  not  enable  any  man  or  set  of  men  to 
adiust  and  keep  always  adjusted,  the  right  proportion  ot  circulating^  medium  in  a 
country  to  the  wants  of  trade.  When  the  currency  consists  entirely  of  the  precious 
uietals^or  of  imper  convertible  at  will  into  the  precious  metals,  the  natural  process  ot 

commerce,  by  e.stablishing  exchanges  among  all  the  different  counDies  of  the  woild 

Lliusts  in  every  particular  country,  the  proportion  of  circulaliiig  medium  to  its  actual 
oSoiis.  accortUng  to  that  supply  of  the  precious  metals  winch  the  iiiines  furnish  to 
the  general  market  of  the  world.  The  proportion  which  is  thus  adjusted  and  main- 
tained by  the  natural  operation  of  commerce,  cannot  be  adjusted  by  any  human  wis- 
dom or  skill  If  the  natural  system  of  currency  and  circulation  be  abandoned  and  a 
diseielionary  issue  of  paper  money  siihstitiited  in  its  stead,  it  is  vain  to  think  that  any 
rules  cau  be  devised  for  the  exact  exercise  of  such  discretion  ; that  though  some 
cautious  may  be  pointed  out  to  check  and  control  its  consequences,  such  as  are  in- 
dicated hv  the  effect  of  an  excessive  issue  upon  exchanges  and  the  price  ot  gold.  J ne 
Directors  of  the  Bank  of  Bngffand,  Tn  the  judgnnent  of  your  Committee, 
the  new  and  extraordinary  discretion  reposed  m them  since  1.97.  -yMtli  an  intcgritj  and 
a regard  to  the  public  interest,  according  to  tlieir  conceptions  of  it,  and  indeed  a degree 
of  forbearance  in  turning  it  less  to  ttie  profit  of  the  Bank  than  it  would  easily  have  acb 
iiiitted  of  that  merit  the  couiitinuance  of  that  confidence  which  tlie  public  has  so  long 
and  so  justly  felt  in  the  integrity  with  which  its  affairs  are  directed,  as  we  as  in  the 
iiiishakeii  stability  and  ample  funds  of  that  great  establishment.  I hat  their  recent 
policy  involves  great  practical  errors,  which  it  is  of  the  ulmosl  public  importance  to 
correct,  your  Committee  are  fully  convinced  ; but  those  errors  are  less  to  he  imputed 
to  the  Bank  Directors  than  to  be  stated  as  the  effect  of  a new  system,  of  which  how  - 
ever, it  originated  or  was  rendered  necessary  as  a temporary  expedient.it  might  ha\e 
heen  well  if  Parliament  had  sooner  taken  into  view  all  the  consequences.  J our 

Committee  consider  that  this  discretionary  power  of  supplying  the  kingdom  wth  cir- 
culating medium  has  been  exercised  under  an  opinion  that  .he  paper  cou  d not  be  issued 
to  excess,  if  advanced  in  discounts  to  merchants  in  good  bills  payable  at  stated  P^"ods, 
and  likewise  under  an  opinion  that  neither  the  price  of  bullion  nor 
changes  need  be  adverted  to,  as  affording  any  indication  with  ^ 

ciency  or  excess  of  such  paper,  your  Committee  cannot  hesitate  to  say  that  these  opin- 
ions of  the  Bank  must  be  regarded  as  in  a great  measure  the  operative  cause  of  the 
continuance- of  the  present  state  of  things. 
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CONSEQUENT  INFLATION  OF  CURRENCY. 

Your  Committee  will  now  proceed  to  state  from  the  information  which  hag  been 
laid  before  them  what  appears  to  have  been  the  progressive  increiise,  and  to  be  the 
present  amount  of  the  paper  circulation  of  this  country,  consisting  primarily  of  the 
notes  of  the  Bank  of  England  not  at  present  convertible  "into  specie  ; and,  in  a second- 
ary manner,  of  the  notes  of  the  country  bankers,  which  are  convertible,  at  the  option  of 
the  holder,  into  Bank  of  England  paper.  After  having  stated  the  amount  of  Bank  of 
England  paper,  your  Committee  will  explain  the  reasons  which  induce  them  to  think 
that  the  numerical  amount  of  that  paper  is  not  alone  to  be  considered  as  decisive  of  the 
questi(»n  as  to  its  excess  ; and  before  stating  the  amount  of  country  bank  paper,  so  far 
as  that  can  be  ascertained,  your  Committee  will  explain  their  reasons  for  thinking  that 
the  amount  of  the  country  bank  circulation  is  limited  by  the  amount  of  that  of  the  Bank 
of  England. 

i.  It  appears  from  the  accounts  laid  before  the  Committees  upon  the  Bank  affairs  in 
1707,  that  for  several  years  previous  to  the  year  179(i,  the  average  amount  of  bank  notes 
in  circulation  w’as  between  10,000,000^.  and  11.000.000/.,  hardly  ever  falling  below 
9,000,000/.,  and  not  often  exceeding  to  any  great  amount  11,000,000/. 

The  following  abstract  of  the  several  accounts  referred  to  your  Committee,  or  or- 
dered by  your  Committee  from  the  Bank,  will  show  the  progressive  increase  of  the 
notes  from  the  year  1798  to  the  end  of  the  last  year. 

Average  amount  of  Bank  of  England  Notes  in  circulation  in  each  of  the  following 
years  : 


' Notes  of  j£5  and 
upwards,  includ-i 
ing  Bank  Post 
Bills.  1 

Notes  under  £5* 

Total. 

£ 

1798 

11.52T,2oO 

1,807.502 

13,334.752 

1799 

12,408,522 

1,653.805 

14,062,327 

1800  

13.598,666 

2,243,266 

15,841,932 

l«0l 

13.454,367 

2.715,182 

16  169.594 

18t<2  

13,917,977 

3.136,477 

17,054,454 

1803 

12,983,477 

3,864,045 

1 6,847.522 

1804 

12.621,348 

1 4.723,672 

17,345,020 

1805 

]2.()97,352 

4.514,580 

17,241,932 

1806 

12.844,170 

4.291,230 

1 17,135,400 

180r 

13.221,988 

4,183,013 

17,405,001 

1808 

13.402,160 

4.132,^20 

17,534,580 

1800 

14,133,515 

4,868,275 

19,001,890 

Taking  from  the  accounts  the  last  half  of  the  year  1809,  the  average  will  be  fouu(\ 
higher  than  for  the  whole  year,  and  amounts  to  19" 880,310. 

The  accounts  in  the  Ajipeudix  give  very  detailed  returns  for  the  first  four  months  of 
the  present  year,  down  to  the  12th  May,  from  which  it  will  be  found  tiiat  the  amount 
Avas  then  increasing,  particularly  in  the  smaller  notes.  The  Avhole  amount  of  liauk 
notes  in  circulation,  exclusive  of  939,990/.  of  Imnk  post  bills,  will  he  found  on  the  aver- 
age of  the  two  returns  for  the  5th  and  12th  of  May  last,  to  he  14,130,610/.  in  notes  of  5/. 
and  upwards,  and  6,173,380/.  in  notes  under  5/.,  making  the  sum  of  20,309,990/.  and, 
iueliuling  the  hank  post  bills,  the  sum  of  21,249,980/. 

By  far  the  most  considerable  part  of  this  increase  since  1798,  it  is  to  be  observed, 
lias  been  in  the  article  of  small  notes,  part  of  Avhich  must  be  considered  as  having  been 
introduced  to  supply  the  place  of  the  specie  which  Avas  dc^cient  at  the  iieriod  of  the 
susnensiou  of  cash  payments.  It  appears,  hoAvever,  that  the  first  sui)ply  of  small  notes, 
which  was  thrown  into  circulation  after  that  event,  Avas  very  small  in  comparison  of 
their  present  amount  ; a large  augmentation  of  Ihem  appears  to  have  taken  place  from 
the  end  of  the  year  1799,  to  that  of  the  3' ear  1802,  and  a A'crv-- rapid  increase  has  also 
taken  place  since  the  month  of  Ma}',  in  the  hist  year  to  tiie  present  time  ; the  augmen- 
tation of  these  small  notes  from  1st  of  Mha',  1809,  to  tiie  5th  of  May,  1891,  being  from 
the  sum  of  4.509,470/.  to  the  sum  of  6,161,020/. 

The  notes  of  the  Bank  of  England  are  principal!}'  issued  in  advances  to  government 
for  the  public  service,  and  in  advances  to  the  merchants  upon  the  discount  of  their 
bills. 
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Vnnr  Pommittee  have  had  an  account  laid  before  them,  of  advances  made  by  the 

^ pay  accoS 

BS^tTgSSm^  upon  aifaver| 

r iince  the  susnSou  been  considerably  lower  in  amount  than  the  average  amount 
Tn\lvanLs  and  the  amount  of  those  advances  m the  lust  two  years, 

HmnJh^reater  in  amount  than  those  of  some  years  immediately  preceding,  is  le^s  than 
•!  aiiv  of  the  six  years  preceding  the  restriction  of  cash  payments. 

With  resoect  to  the  amount  of  commercial  discounts,  your  Committee  did  not  think 

> evil. 

Qcvntity  of  Cdrrency  Required  a Relative  Matter. 

much  ^-eater  ^ e evi.lence  : tbev  consist'  principally  ni  the  increased 

nfLr  the  i t™  a-ency  of  hill-brokers;  and  several  other  changes  m the  jirac- 

itself,  moVand  nmJe!  witlffi  and  the  adjacen/*district 

might  othe^\\I^e  1 a to  nrouounce  wdiether  it  is  excessive  or  not  : a num  I 

ical  amount  alone  of  criterion,  your  Committee  have  already  / 

the  price  ot  goMhullion. 
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The  particular  circumstances  of  the  two  )^ears  whicli  arc  so  remarkable  in  the  recent 
history  of  our  circulation,  1793  and  1797,  throw  great  light  upon  the  principle  which 
your  Committee  Iiave  last  stated. 

In  the  year  tlie  distress  vras  oceasioned  by  a failure  of  confidence  in  the  coun- 
try circulation,  and  a consequent  pressure  upon  that  of  London.  The  Bank  of  England 
did  not  think  it  ailvisable  to  enlarge  their  issues  to  meet  this  increased  demand  and 
their  notes,  previously  issued,  circulating  less  freely  in  consecpience  of  the  alarm*  that 
prevailed,  proved  insudicient  for  the  necessary  payments.  In  this  crisis.  Parliament 
applied  a remedy,  very  similar,  in  its  effect,  to  an  enlargement  of  the  advances  and 
issues  of  the  bank  ; a loan  of  exche(iuer  bills  was  authorized  to  be  made  to  as  many 
mercantile  persons,  giving  good  security,  as  should  apply  for  them  ; and  the  confidence 
which  this  measure  diffused,  as  well  as  the  increased  means  which  it  afforded  of  obtain-  ^ 
ing  bank  notes  through  the  sale  of  the  exchequer  bills,  speedily  relieved  the  distress 
both  of  London  and  of  the  cbuntry.  AVitlnmt  offering  mu  opinion  upon  the  expediency 
of  the  particular  mo-le  in  which  this  operation  was  effected,  your  Committee  think  it 
an  important  illustration  of  the  principle,  tliat  an  enlarged  accommodation  is  the  true 
remedy  for  that  occasional  failure  of  confidence  in  the  country  districts,  to  which  our 
system  of  paper  credit  is  unavoidably  exposed. 

The  circumstances  whicli  occurred  in  the  beginning  of  the  year  1797,  were  very 
similar  to  tiiose  of  1798  an  alarm  of  invasion,  a run  upon  the  country  banks  for  gold 
the  failure  of  some  of  them,  aud  a run  upon  the  bank  of  England,  forming  a crisis  like 
that  of  1798,  for  which,  perhaps,  an  effectual  remedy  might  have  been  provided,  if  the 
Bank  of  England  had  had  courage  to  extend  instead  of  restricting  its  accommodations 
and  issue  of  notes.  Some  few  persons,  it  appears  from  the  Report  of  the  Secret  Com- 
mittee of  the  Lords,  were  of  this  opinion  at  the  time  ; ami  tlie  late  Governor  and  Deimiy 
Governor  of  the  Bank  stated  to  your  Committee,  that  the}^,  and  many  of  the  Directors 
are  now  satisfied  from  the  experience  of  the  }^ear  1797,  that  the  diminution  of  their  -1 
notes  in  that  emergency  increased  the  public  distress  ; an  opinion  in  the  correctness  of 
which  your  Committee  entirely  concur. 

It  appears  to  your  Committee,  that  the  experience  of  the  Bank  of  England  in  the 
years  l'-98  and  1797,  contrasted  with  the  facts  which  have  been  stated  in  the  present 
report,  suggests  a distinction  most  important  to  be  kept  in  view  between  that  demand 
upon  the  Bank  for  gold  for  the  supply  of  the  domestic  channels  of  circulation,  some- 
imes  a very  great  and  sudden  one,  which  is  occasioned  by  a temporary  failure  of  confi- 
lence,  and  tiuit  drainupon  the  Bank  for  gold  which  grows  out  of  an  unfavorable 
nate  of  the  foreign  exchanges.  The  former,  while  the  Bank  maintains  its  high  credit, 
ieems  likely  to  be  best  relieved  by  a judicious  increase  of  accommodation  to  the  coun- 
ry;  the  latter,  so  long  as  the  bank  does  not  pay  in  specie,  ought  to  suggest  to  the 
Directors  a question,  whether  their  issues  may  not  be  already  too  abundant. 

Your  committee  have  much  satisfaction  in  thinking  that  the  Directors  are  perfectly 
iware  that  they  may  err  by  a too  scanty  supply  in  a period  of  stagnant  credit.  And 
ionv  Committee  are  clearly  of  opinion,  that  although  it  ought  to  be  the  general  policy 
)f  the  Bank  Directors  to  diminish  their  paper  in  the  event  of  a long  continuance  of  a 
n^h  price  of  bullion  and  a very  unfavorable  exchange,  yet  it  is  essential  to  the  com- 
nercial  interests  of  this  country,  and  to  the  general  fulfilment  of  those  mercantile 
•ngagements  which  a free  issue  of  paper  may  have  occasioned,  that  the  accustomed 
legreeof  accommodation  to  the  merchants  should  not  be  suddenly  and  materially 
■educed  ; and  that  if  any  general  and  serious  difficulty  or  apprehension  on  this  subject 
: hould  arise,  it  may,  in  the  judgment  of  your  Committee,  be  counteracted  without 
danger,  and  with  advantage  to  the  public,  by  a liberality  in  the  issue  of  Bank  of  Eng- 
. and  paper  proportioned  to  the  urgency  of  the  particular  occasion.  Under  such  cir- 
4 uinsiances,  it  belongs  to  the  Bank  to  take  likewise  into  their  own  consideration,  how 
ar  it  may  be  practicable,  consistently  with  a due  regard  to  the  immediate  interests  of 
ihe  public  service,  rather  to  reduce  their  paper  by  a gradual  reduction  of  their 
jdvances  to  government,  than  by  loo  suddenly  abridging  the  discounts  to  the  mer- 
< hauls. 


CiucuLATiON  OP  Country  Bankers. 

Before  your  Committee  proceed  to  detail  what  they  liave  collected  with  respect 
1 the  amount  of  country  hank  p^per,  they  must  observe,  that  so  long  as  the  cash  pay- 
I lents  of  the  Bank  are  suspended,  the  whole  paper  of  the  country  bunkers  is  a super- 
£ Tiiclure  raised  upon  ihe  foundation  of  the  paper  of  the  Bank  of  England.  The  same 
c heck,  which  the  convertibility  into  specie,  untler  a belter  system,  provides  against  the 
t veess  of  any  part  of  the  paper  circulation  is,  during  the  present  system,  provided 
against  an  excess  of  country  bank  paper,  by  its  convertibility  inio  Bank  of  England 
j aper.  If  an  excess  of  paper  be  issued  in  a country  district,  while  the  London  circula- 
t on  does  not  exceed  its  due  proportion,  there  ■will  be  a local  rise  of  prices  in  that 
c 3untry  district  but  prices  in  London  will  remain  as  before.  Those  who  have  tlie 
< ouuliy  paper  in  their  hands  will  prefer  bujdng  in  London  where  things  are  cheaper, 
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and  will  therefore  return  that  country  paper  upon  the  banker  who  issued  it,  and  will 
demand  from  him  Bank  of  England  notes  or  bills  upon  London  ; and  thus,  the  excess 
of  country  paper  being  continually  returned  upon  the  issuers  for  Bank  of  England 
paper,  the  quantity  of  the  latter  necessarily  and  effectually  limits  the  quantity  of  the 
former.  This  is  illustrated  by  the  account  which  has  been  already  given  of  the  excess, 
and  subsequent  limitation,  of  the  paper  of  the  Scotch  banks,  about  the  year  1768.  If 
the  Bank  of  England  paper  itself  should  at  any  time,  during  the  suspension  of  cash 
payments,  be  issued  to  excess,  a corresponding  excess  may  be  issued  of  country  Bank 
paper  which  will  not  be  checked;  the  foundation  being  enlarged,  the  superstructure 
admits  of  a proportionate  extension.  And  thus,  under  such  a system,  the  except  of 
Bank  of  England  paper  will  produce  its  effect  upon  prices  not  merely  in  the  ratio  of 
its  own  increase,  but  in  a much  higher  proportion. 

It  has  not  been  in  the  pow  er  of  your  Committee  to  obtain  such  information  as  might 
enable  them  to  state,  with  anything  like  accuracy,  the  amount  of  country  bank  paper 
in  circulation.  But  they  are  led  to  infer  from  all  the  evidence  they  have  V»eeu  able  to 
procure  on  this  subject,  not  only  that  a great  num^ier  of  new'  country  banks  has  been 
established  within  these  last  two  years,  but  also  that  the  amount  of  issues  of  those  ■which, 
are  of  an  older  standing  lias  in  general  been  very  considerably  increased  ; ■whilst  on  the 
other  hand,  the  high  state  of  mercantile  and  public  credit,  the  proportionate  facility  of 
converting  at  short  notice  all  public  and  commercial  securities  into  Bank  of  England 
paper,  joined  to  the  preference  generally  given  within  the  limits  of  its  own  circulation 
to  the  paper  of  a well-established  country  bank  over  tliat  of  the  Bank  of  England,  have 
probably  not  rendered  it  necessary  for  them  to  keep  any  large  permanent  depo.sils  of 
Bank  of  England  paper  in  their  hands.  And  it  seems  reasonable  to  lielieve  that  the 
total  amount  of  the  unproductive  stock  of  all  the  country  banks,  consisting  of  specie 
and  Bank  of  England  paper,  is  much  less,  at  this  period,  under  a circulation  vastly 
increased  in  extent,  than  it  w'as  before  the  restriction  of  1797.  The  temptation  to 
establish  country  banks,  and  issue  promissory  notes,  has  therefore  greatly  increased. 
8ome  conjecture  as  to  the  probable  total  amount  of  those  issues,  or  at  least  as  to  their 
recent  increase,  may  be  formed,  as  your  Committee  conceive,  from  the  amount  of  the 
duties  paid  for  stamps  on  the  reissuable  notes  of  country  banks  in  Great  Britain.  The 
total  amount  of  these  duties  for  the  year  ended  on  the  lOlh  of  October,  1808.  appears  to 
have  been  60.522/.  15s.  3^/.  and  for  the  year  ended  on  the  lOlh  of  October,  1809,  175,129/. 
17s.  Id,  It  must,  however,  be  observed,  that  on  the  lOlh  of  October,  1808,  these  duties 
experienced  an  augmentation  somewdiat  exceeding  one-third  ; and  that  some  regula- 
tions were  made,  imposing  limitations  with  respect  to  the  reissue  of  all  notes  not 
exceeding  21,  2s.,  the  effect  of  which  has  been  to  produce  a much  more  than  ordinary 
demand  1‘or  stamps  or  notes  of  this  denomination  within  the  year  1809.  Owing  to  this 
circumstance,  it  appears  impossible  to  ascertain  wiiat  may  have  been  the  real  incresu^ 
in  the  circulation  of  the  notes,  not  exceeding  2/.  2s.,  within  the  last  year  ; but  with 
respect  to  the  notes  of  a higher  value,  no  alteration  liaving  been  made  in  the  law'  as  to 
their  reissue,  the  follow  ing  comparison  effords  the  best  statement  that  can  be  collected 
from  the  documents  before  the  Committee,  of  the  addition  made  in  the  year  1809,  to 
the  number  of  those  notes. 

Number  of  Country  Bank  Notes  exceeding  2/.  2s.  each,  stamped  in  the  years  ended  the 
10th  of  October,  1808,  and  lOlh  of  October,  1809,  respectively  : 

1808.  1809. 

No.  No. 

Exceeding  £2  2,  and  not  exceeding  £5  5 666,071  922.073 

Exceeding  £5  5.  aud  not  exceeding  £20 198,473  380,006 

Exceeding  £20,  and  not  exceeding  £30 

Exceeding  £30,  and  not  exceeding  £50 674 

Exceeding  £50,  and  not  exceeding  £100 2,611 

Assuming  that  the  notes  in  the  first  two  of  these  classes  were  all  issued  for  the  low- 
est denomination  to  which  the  duties  lespectively  attach,  and  such  as  are  most  com- 
monly met  with  in  the  circulation  of  country  paper,  viz. . notes  of  5/.  and  10/.  [although 
in  the  second  class  there  is  a considerable  number  of  20/.]  and  even  omitting  altogether 
from  the  comparison  the  notes  of  the  three  last  classes,  the  issue  of  which  }'our  Com- 
mittee understands  is  in  fact  confined  to  the  chartered  banks  of  Scotland,  tlie  result 
would  be,  that,  exclusive  of  any  increase  in  the  number  of  notes  under  2/.  2^.  the  amount 
of  country  b*ank  paper  stamped  in  the  year  endpd  the  10th  of  October.  1809,  has 
exceeded  that  of  the  year  ended  on  the  10th  of  Octol>er,  1808,  in  the  sum  of  3,095,340/. 
Y"our  Committee  can  form  no  positive  conjecture  as  to  the  amount  of  country  bank 
paper  cancelled  and  withdraw  n from  circulation  in  the  course  of  the  last  year.  But 
considering  that  it  is  the  interest  and  practice  of  the  country  bankers  to  use  the  same 
notes  as  long  as  possible ; that,  as  the  law  now  stands,  there  is  no  limitation  of  time  to 

the  reissuing  of  those  not  exceeding  2/.  2m.  ; and  that  all  above  that  amount  are  reissua- 

ble for  three  years  from  the  date  of  their  first  issuing,  it  appears  difficult  to  suppose 
that  the  amount  of  notes  above  2/.  2m.  cancelled  in  1809,  c<mld  be  equal  to  the  wliole 
amount  stamped  in  1808  ; but  even  upon  that  supposition,  there  w'oiild  still  be  an  increase 
for  1809  in  the  notes  of  5/.  and  10/.  alone,  to  the  amount  above  specified  of  3,095,340/. 
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to  which  must  be  added  au  increase  within  the  same  period  of  Bank  of  England  notes 
to  the  amount  of  about  1,500,000/.,  making  in  the  year  1809.  an  addition  in  the  whole 
of  between  four  and  live  millions  to  the  circulation  of  Great  Britain  alone,  deducting 
only  the  gold  which  may  liave  been  withdrawn  in  the  course  of  that  year  from  actual 
circulation,  which  cannot  have  been  very  considerable,  and  also  making  an  allowance 
for  some  increase  in  the  amount  of  such  country  paper,  as,  though  stamped,  ma}^  not  be 
in  actual  circulation.  This  increase  in  the  general  paper  currency  in  last  year,  even 
after  these  deductions,  would  probably  be  little  short  of  the  amount  which  in  almost 
any  one  year,  since  the  discovery  of  America,  has  been  added  to  the  circulating  coin  of 
the  whole  of  Europe.  Although,  as  your  Committee  has  already  had  occasion  to  observe, 
no  certain  conclusion  can  be  drawn  from  the  numerical  amount  of  paper  in  circulation*,  j 
considered  abstractedly  from  all  otlier  circumstances,  either  as  to  such  paper  being  in 
excess,  or  still  less  as  to  the  proportion  of  such  excess  ; yet  they  must  remark,  that  the 
fact  of  any  very  great  and  rapid  increase  in  that  amount  when  coupled  and  attended 
with  all  the  indications  of  a depreciated  circulation,  does  afford  the  strongest  confirma- 
tory evidence,  that  from  the  w\ant  of  some  adequate  check,  the  issues  of  such  paper 
have  not  been  restrained  within  their  proper  limits.  1-..-  j 

Your  Committee  cannot  quit  this  part  of  the  subject  without  further  observing,  that 
the  addition  of  between  four  and  fiv'e  millions  sterling  to  the  paper  circulation  of  this 
country,  has  doubtless  been  imule  at  a very  small  expense  to  the  parlies  issuing  it.  only 
about  100,000/.  having  been  paid  thereupon  in  stamps  to  the  revenue,  and  probably  for 
the  reasons  already  stated,  no  corresponding  deposits  of  gold  or  Bank  of  England  notes 
being  deemed  by  the  country  banks  necessary  to  support  their  additional  issues.  These 
parties,  therefore,  it  may  be  fairly  stated,  have  been  enabled  under  the  protection  of  the 
law.  w'hich  virtually  secures  them  against  such  demands,  to  create  within  the  last  year 
or  fifteen  mouths,  at  a very  trilling  expense,  and  in  a manner  almost  free  from  all  pres- 
ent risk  to  their  respective  credits  as  dealers  in  paper  money,  issues  of  that  article  to  the 
amount  of  several  millions,  operating,  in  the  first  instance  and  in  their  hands,  as  capital 
for  their  owm  benefit,  and  when  used  as  such  by  them,  falliug  into  and  in  succession 
mixing  itself  with  the  mass  of  circulation  of  which  the  value  in  exchange  for  all  other 
commodities  is  gradually  low'ered  in  proportion  as  that  mass  is  augmented.  If  j^our 
Committee  could  be  of  opinion  that  the  wisdom  of  Parliament  w^ould  not  be  directed  to 
apply  a proper  remedy  to  a state  of  things  so  unnatural,  and  teeming,  if  not  corrected  in 
time,  with  ultimate  consequences  so  prejudicial  to  the  public  welfare,  they  W’ould  not 
hesitate  to  declare  an  opinion,  that  some  mode  ought  to  be  derived  of  enabling  the  state 
to  participate  much  more  largely  in  the  profits  accruing  from  the  present  system  ; but 
as  this  is  by  no  means  the  policy  they  wish  to  recommend,  they  will  conclude  their 
observations  on  this  part  of  the  subject,  by  observing  that  in  proportion  as  they  most 
fully  agree  with  Dr.  Adam  Smith  and  all  the  most  able  w^riters  and  statesmen  of  this 
country,  in  considering  a paper  circulation  constantly  <jonvertible  into  specie,  as  one  of 
the  greatest  practical  improvements  which  can  be  made  in  the  political  and  domestic 
economy  of  any  state ; and  in  viewing  the  establishment  of  the  country  banks  issuing 
such  paper  as  a most  valuable  and  essential  branch  of  that  improvement  in  this  king- 
dom ; in  the  same  proportion  is  your  Committee  anxious  to  revert  as  speedily  as  possible 
to  the  former  practice  and  state  of  things  in  this  respect ; convinced  on  the  one  hand 
that  anything  like  a permanent  and  systematic  departure  from  that  practice  must  ulti- 
mately lead  to  results,  which  among  other  attendant  calamities,  w'ould  be  destructive  of 
the  system  itself  ; and  on  the  other,  that  such  an  event  w'ould  be  the  more  to  be  depre- 
cated, as  it  is  only  in  a country  like  this,  where  good  faith,  both  public  and  private,  is 
held  so  high,  and  wdiere,  under  the  happy  union  of  liberty  and  law\  property  and  the 
securities  of  every  description  by  w'hich  it  is  represented,  are  equally  protected  against 
the  encroachments  of  pow’er  and  the  violence  of  popular  commotion,  that  the  advan- 
tages of  this  system,  unaccompanied  with  any  of  its  dangers,  can  be  permanently 
enjoyed,  ami  carried  to  their  fullest  extent. 


V. 

COXCLUSIONS. 

Upon  a review  of  all  the  facts  and  reasonings,  which  have  been  submitted  to  the 
consideration  of  your  Committee  in  the  course  of  their  inquiry,  they  have  formed  an 
opinion,  which  they  submit  to  the  House  : That  there  is  at  present  au  excess  in  the 
paper  circulation  of  this  country,  of  which  the  most  unequivocal  symptom  is  the  very 
l^h  price  of  bullion,  and  next  to  that,  the  low’ state 'of  tjiji^contiueutal  exchanges  ; 
tliut  this  excess  is  to  he  ascrib'STTo  the  want  of  a sufficient  check  and  controrTn  the 
issues  of  paper  from  the  Bank  of  England  ; and  originally  to  the  suspension  of  cash 
payments,  which  removed  the  natural  and  true  control.  For,  upon  a general  review  of 
the  subject,  your  Committee  are  of  opinion  that  no  safe,  certain,  and  constantly  ade- 
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nuate  provision  against  an  excess  of  paper  currency,  either  occasional  or  permanent,  ^ 
ranSounrl  Pveent.  in  the  convertibility  ^ our  t om- 

tiierefore.  but  see^  that  t ie  suspension  of  cash  payments 

Shich,  in  tlie  most  favoralile  litrbt  in  which  it  can  be  viewed,  was  only  a temporary 
measure  has  been  continued  so  long  ; and  particularly  that  by  the  manner  m which  ihe 
preSnl  conlinuing  act  is  framed,  the  character  should  have  been  given  to  it  of  a per- 

Your  Committee  conceive  that  it  would  be  superfluous  to  point  out  in  detail  the  dis- 
..dvantaires  which  must  result  to  the  country  from  any  such  general  excess  of  currency 
as  iZcis  its  relative  value.  The  effect  of  such  an  auguientatioii  of  prices  upon  all 
money  transactions  for  time  ; the  unavoidable  injury  suffered  by  annuitants,  an.  by 
creditors  of  every  description,  both  private  and  public  ; the  unintended  advant.ige 
S ed  by  government  and  all  other  debtors  ; are  consequences  too  obvious  to  require 
S and  too  repugnant  to  justice  to  be  left  without  remedy.  By  far  the  most  impor- 
nnt  portion  of  this  effect  appears  to  your  Committee  to  be  tha  which  iscommumcated  to 
the  Ses  of  common  country  labor,  the  rate  of  which,  it  is  well  kiiown.adapts  itself  more 
sKi  to  tha  dxanges.whi£li  happen  in  the  value  of  money  than  the  pnee  of  any  other  . 
sS^iaLr  orl^l^nmdity.  And  it  is  enough  for  your  committee  to  allude  to  some 
c&rXthe  public  servants,  whose  pay.  if  once  raised  in  consequence  of  a depreciation 
of  money  caniiot  so  conveuientlv  be  reduced  again  to  its  former  rate,  even  after  monej 
S have  recovered  its  value.  The  future  progress  of  these  inconveniences  and  evi  s 
if  not  checked  must  at  no  great  distance  of  time  work  a practical  conviction  upon  the 
minds  of  all  tliose  who  may  still  doubt  their  existence  ; but  even  if  their  progressive  in- 
crease were  less  probable  than  it  appears  to  your  Committee,  th<?y  cannot  help  expre.ss- 
ine  an  opinion  that  the  integrity  and  honor  of  Parliament  are  concerned,  not  to  author- 
ize longer  than  is  required  by  imperious  necessity,  the  continuance  in  Uiis  great  corn- 
merciai  country  of  a system  of  circulation  in  which  that  natural  check  or  control  i.. 
absent  which  maintains  the  value  of  money,  find  by  the  permanency  of  that  common 
standard  of  value,  secures  the  substantial  justice  and  faith  of  moneyed  contracts  and 

obligations  between  man  and  man.  ....  „ . 

Your  Committee,  moreover,  beg  leave  to  advert  to  the  temptation  to  report  to  a de- 
preciation even  of  tlie  value  of  the  gold  coin  by  an  alteration  of  the  standard,  to  which 
Parliament  itself  might  be  subjected  by  a great  and  long-continued  excess  of  paper. 
This  has  been  the  resource  of  mauy  governnients  under  such  circunistuiices^  and  is 
the  obvious  and  most  easy  remedy  to  the  evil  in  question.  But  it  is  unnecessary  to 
dwell  on  the  b of  public  faith  and  dereliction  of  a primary  duty  of  government, 

whicli  would  manifestly  be  implied  in  preferring  the  reduction  of  the  coin  down  to  the 
standard  of  the  paper,  to  the  restoration  of  the  paper  to  the  legal  standard  of  the  tom 

Your  Committee,  therefore,  having  very  anxiously  and  deliberately  considered  this 
subiect  report  it  to  the  House  as  their  opinion,  that  the  system  of  the  circulating  me- 
dium of  this  country  ought  to  he  brought  back  with  as  much  speed  as  is  com  pat.  be 
with  a wise  and  ncces.sary  caution  to  the  original  principle  of  cash  payments  at  the 

YourVoinmh^  h^a^ve  understood  that  remedies  or  palliatives  of  a different  nature  have 
been  projected,  such  as  a compulsory  limitation  of  the  amount  of  Bank  advances  and 
dheonnti  during  the  continuance  of  the  suspension  ; or,  a compulsory  lim.taliou  during 
?l”ie  i?eriod  of  the  rate  of  Bank  profits  and  dividends,  by  carrying  the  surplus  of 
profits  aliOTe  that  rate  to  the  public  account.  But  iii  the  pulgment  of  your  Committee 
Lich  indirect  schemes  for  palliating  the  possible  evils  resulting  from  the  suspension  of 
cash  pavmeiits,  would  prove  wholly  inadequate  for  that  purpose,  because  the  neces.sar5 
Proportion  couhl  nevei  be  adjusted,  and  if  once  fixed,  might  aggravate  very  much  the 
Inconveniences  of  a temporary  pressure  ; and  even  if  their  efticacy  could  he  made  to 
appTr!  they  woiil^  be  objectionable  as  a most  hurtful  and  improper  interference  with 

\cco%^nPb™^^^^  judgment  your  Committee  has  been  enabled  to  form  no  .sufti- 

cieP  miied/for  the  present  or  security  for  the  future  can  be  pointed  out.  except  the 
Ppal  of  the  law  which  suspends  the  casti  payments  of  the  Bank  of  Lnglan.l 

^ In  effecting  so  important  a change  your  Committee  arc  of  oiunioii  that  some  difli- 
culties  must  be  encountered,  and  that  there  are  .«o.ne  contingent  dangers  to  the  Bank, 
amiinst  which  it  ought  most  carefully  and  strongly  to  be  guardeth  But  all  those  may 
ll  effectually  provided  for  by  entrusiing  to  the  discretion  of  the  Bank  itself  the  charge 
of  cmiductin-  and  completing  the  operation,  and  by  allowing  to  the  Bank  so  ample  a pe- 
riod of  time  for  conductin'’-  it  as  will  he  more  than  sufficient  to  effect  its  completion.  I o 
r :n.l  inU-BrUy  „t  ll.e  Direco,,  of  '>'«  « 

believe  that  Parliament  may  safely  entrust  the  charge  of  ^■ffpetmg  ^ p.  ' 

meat  may  in  its  wisdom  determine  upon  as  necessary  o be  effected  , and  h.  Bic  1 i- 
rectors  of  that  great  institution,  far  from  making  themselves  a party  with  those  ^ ho 
have  a temporary  interest  in  spreading  alarm,  will  take  a much  longer  view  ot  the  per- 
manent interests"of  the  Bank,  as  indissolubly  blended  with  those  of  the  pub.ic.  The 

partkular  mode  of  graduallv  effecting  the  resumption  of  cash  payments  ought, 

Fn  the  opinion  of  your  Committee,  to  be  left  lu  a great  measure  to  the  discretion  ot 
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themselves  only  & ,„v„rahl/  2l’rc“S  »"■• 

and  may  preserve  both,  the  coiirsp  nf  th^ir  rwwm  ^ oaclc  their  steps  slowly 

«nd  cof  Lol,l  eredi?.  “Lronirs.fl'to  uTmb^el  ‘ 

«'Sn‘i;irs,vT  ?er;;y:.7n"tf“fs ‘ju  “ »°  r'>  w- 

time  : but  your  Committee  are  of  opinion  that  Lffv  provision  on the  present 
liament  for  terminating  by  the  end  of  that  period  ihe  ought  to  be  made  by  Par- 

which  liave  imposed  and  continued  that  restriction.  ^ several  statutes  ^ 

circumstaLes  that'^Lthe  kV^ftairds  arpresenr  tlie*Ba^^^  overlooked  the 

in  cash  at  the  end  of  six  monthr^fter  the  raS^in  f compelled  to  pay 

that  if  peace  were  to  be  ^ncludii  witldn  : so 

mittee  might  seem  to  have  the  etf.ct  of  postponing  instL’dttf’t!teei^'‘*r“ 
tion  of  payments.  But  your  Committee  are  of  onmimf  accelerating  the  resump- 

diately  radfied  Jn  the  pLent  stttTo^  ™ ^ be  imml 

compel  the  Banktopav  cash  in  six  i hazardous  to 

Indeed,  the  restoration  of  peace  by  openin’o-  new  fields  nf  wholly  impracticable, 
multiply  instead  of  abridging  th7deS^d!  7pon  tie 
render  it  peculiarly  distressinf  to  the  “ercff 

by  "the  emi  If  th7p7il?'’  prolonged,  cash  payments  shouin"e^i4?umed 

curJrce  S'pSiSl  r*™'  <«- 

argument  in  favor  of  some  pSlolSn  nf  ti.e  ‘ hereafter  to  furnish  an 

££iSSiiiSic?r 

srircrr.?L‘tr(S 

Sa"get  ™dr.r" 

necessary,  under  the  authority  of  Pariiament  i^.i  ^ 

‘s.r oob  j o«s‘’  riiiSu'r 
..IpSTiTbeTar^^  -eZfe-iS  ^fy'ntS  £ 

thel4uil“  1*^ jaS^  S\’h"er£l?4ot  p^y  spTde  uS"s4me^"um1^ 

SonTi^e  7o7rs7o4t"lerioTu7on  th  ‘7f  England  ; but  thaJ  they  should 

notoon" d?maV  P^^  ‘^-r  own 
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Notes  and  Silver  Certificates 

ATKINSON,  EDW.— The  Banking  Principle 

ATKINSON,  EDW.— Why  Money  is  Scarce  in  the  Southwest.— 


Dodger, 


BLISS,  H.  L. — Bad  Money  and  Wages.— Leaflet 

CARLISLE,  HON.  J.  G.— Speech  at  Covington,  Ky.,  May  20, 

1895  

CARLISLE,  HON.  J.  G.— Speech  at  Memphis.  Tenn.,  May  23, 

1895 

CLEVELAND,  GROVER-The  Real  Issue.— Leaflet 

DODSWORTH,  WM.— Cheap  Money:  A Talk  between  Sam 

Silver,  Frank  Fiat  and  Ben  Banks. — Leaflet 

HAZARD,  ROWLAND— Do  you  want  “ Cheap  Money  ’ 'r.  ... 
INGALLS,  M.  E. —Greenbacks  and  Depreciated  Currency  (Must 

Q-0.  — LiG3iflt3t. 

KNOTT,  RICHARD  V.— A Currency  Catechism,  1895—15  pp.. 
McLEOD,  HENRY  DUNNING-Silver  Coinage  Historically 

Considered 

MOORE,  ROBT.— Farm  Products,  Wages,  & Silver.— 8 pp 

MORTON,  J.  STERLING-Letter  to  James  A.  Cherry. -Leaflet 


Single  10 
Copy  Copies 


$ .05  $ .20 
.05  .‘30 

.01  .05 

.05  .30 

.05  .20 

.05  .20 

.05  .‘20 

.05  .20 

.05  .‘20 

.05  .20 

.02  .15 

.05  .20 

.05  .20 

.05  .20 


50 

Copies 

$ .50 
.50 


♦Answers  to^‘  Coin’s  Financial  School.” 


IV.  Pamphlets,  Speeches,  Leaflets,  etc. — Continued. 


Single  10  50 


Copy 

Copies. 

Copies 

PAT  TERSON,  JOSI AH— Address  at  Dallas,  Tex.,  May  11th,  1895 

.05 

.20 

.50 

SAMPSON,  JOS. — Low  prices,  their  Cause  and  ElTect 

.05 

.20 

.50 

SMT  'H,  HOKE — What  Free  Coinage  means. — Leaflet 

.05 

.20 

..50 

WINDMULLER,  LOUIS— What  we  may  Expect  from  Free 

Coinage 

.05 

.20 

.50 

SILVER  AND  THE  DOOM  OF  WAGES.— Dodger 

.01 

.05 

.10 

V.  Cartoons,  Cuts,  Etc. 


For  \ hese  Special  Rates  trill  be  made  on  application  for  either  the  plates  ready  for  printing ^ 

or  the  printed  mattery  cardSy  cartoons,  posterSy  dc. 


1.  'I  'wo  for  One. 

2.  1 6 to  1 Locust, 

3.  ] 'iat  Weather. 

4.  I [appiness  Without  Cost. 

5.  ] 'iat  Wheat. 

8.  ] 1g  in  the  Garden. 

9.  J une  Grub  of  1895. 

10.  V'hat  Free  Silver  will  Buy. 

<<  ((  <i  tf  n 

12.  I ife  Insurance  and  Free  Coinage. 

13.  New  Way  to  Swindle  Pensioners. 

14.  I.  Double  Standard. 


15  ) 

y Choose  your  Wage  Standard. 

17.  It  all  Depends  on  What  You  Look 

Through. 

18.  Don’t  Monkey  with  the  Buzz  Saw'. 

20.  AVages  in  a Silver  Country. 

21.  AVhy  Demonetized  ? 

A.  Eggs. 

B.  Cattle. 

22.  Pig  Silver. 

23.  Clothes  and  Dollars. 

25.  Rival  Jesters 

26.  The  Free  Silver  Cloak, 


I 


■ 1 
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